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Financial & Operational Summary

{IN MILLIONS, EXCEPT PER SHARE GR RATIO AMOUNTS} 2007 2006 2005 2004 2003
Income Statement and Cash Flow

Qil and Gas Sales $ 8090 $ 7731 $ 5732 % 281 % 1757
Net Income $ 1306 $ 1564 % 1219 $ 700 $ 183
Net Income per Share (Diluted) $ 329 % 425 § 388 $ 338 $ 098
Weighted Average Shares Outstanding (Diluted) 39.645 36.826 31.449 20.768 18.750
Net Cash Provided by Operating Activities $ 3940 $ 4112 % 3302 % 1341 % 919
Net Cash Used in Investing Activities $ (467.0) $ (527.6) $ (1,1269) § (5244) $ (47.6)
Net Cash Provided by Financing Activities 3 773 $ 1164 $ BOS5 % 3384 § 44
Balance Sheet

Total Assets $ 29520 $ 25854 $ 22352 $1.092.2 $ 5363
Total Debt $ 882 § 9954 § 8751 $ 3284 § 1880
Stockholders’ Equity $ 14908 % 11867 $ 9979 $ 6124 3% 2596
Debt-to-Capitalization Ratio 37% 46% 46% 35% 42%
Production, Reserves Sold and Commeodity Prices

Oil Production, MMbbl 9.6 2.8 7.0 37 2.6
Natural Gas Production, Bef 30.8 321 303 25.1 21.6
Production, MMBOE 147 15.2 12.) 19 6.2
Reserves Sold, MMBOE 29 1.4 - - -
Oil Sales Price, per Bbl Average, Excluding Hedging $§ 6457 § 5727 $ 5128 $ 3872 % 27.50
Natural Gas Sales Price, per Mcf Average,

Excluding Hedging $ 619 % 659 % 7.03 $ 55 3§ 478
Average Sales Price, per BOE Net of Hedging $ 5357 $ 5052 % 4470 $ 3523 § 27.00
Year-End 2007 Well Count and Acreage Statistics GROSS NET
Total Wells 8,458 3,565
Developed Acreage 934,723 481,647
Undeveloped Acreage 815,702 401,571




Reserves 2007 2006 2005 2004 2003

Cil, MMbbl 196.3 195.0 199.2 87.6 346
Natural Gas, Bef 326.7 3189 386.4 3399 231.0
Reserves, MMBOE 2508 248.2 263.6 144.2 73.0
Reserves-to-Production Ratio (Reserves/Annual Protuction) 17.1 16.4 21.8 18.4 1.8
Average Wellhead Qil Price per Bbl

in December 3! Reserve Report $ 88.62 $ 54.81 $55.10 $ 40.58 $ 2943
Average Wellhead Gas Price per Mcf

in December 3! Reserve Report $ 631 $ 54| $ 797 $ 556 $ 552
Reserve Profile December 31,2007 December 11, 2006 December 31,2005

Percent Developed

W DEVELOPED

B UNDEVELOPED

Five-year
(2003-2007) Total

Calculation of FD&A Cost ("

Acquisition and development costs, M$ $2973.514
Reserve additions, including revisions, MBOE 242,273
All-sources FD&A cost per BOE $ 12.27
Estimated future capital expenditures for proved reszrves, M$ $ 1,186,800
All-sources FD&A cost per BOE with future capital expenditures $ 17.17

Calculation of Reserve Replacement %

Reserve additions, including revisions, MBOE 242,273
Preduction of oil and natural gas, MBOE 55,974
Reserve replacement percentage 433%

(" FD&A = Finding, Development and Acquisition




Dear Fellow
Shareholders

2007 was a significant building year for Whiting Petroleum
Corporation and our shareholders. Having assembled a
solid foundation of quality assets through acquisition and
leasing, we believe we have positioned the Company for
organic growth in reserves per share and production per
share through drilling operations in the Williston and
Piceance Basins and our two CQO: projects. We are now
executing on the “explore” stage of our “acquire, exploit

and explore" strategy.

In my 30-plus years in the oil and gas business, | have never
been more excited about two drilling plays: our Bakken
oil play in North Dakota and our Williams Fork natural
gas play in what we believe to be the sweet spot of the
Piceance Basin in northwest Colorado. The Bakken oil
fields in Mountrail County, North Dakota may contain
more than 200 million barrels of recoverable oil reserves,
giving this area the classification of a “Giant™ oil field.

We plan to pursue an aggressive drilling program in the
Sanish field (Robinson Lake prospect) with 30 to 40
operated Bakken wells planned in 2008. We also expect
to participate in up to 20 non-operated Sanish field

wells in 2008.

Through January 2008, we drilled and completed three
significant producers in the Sanish field. Initial flow rates
from these three wells averaged more than (1,800 BOE per
day with the most recent well, the Liffrig 1 1-27H, coming
in at 2,530 BOE per day. At the time, this was the highest
initial production rate recorded in Mountrail County,
North Dakota. The proved reserves associated with these
wells are estimated to be in the range of 500,000 BOE

to 700,000 BOE.

By the end of January 2008, we had four rigs running in
this area and, by year-end 2008, we expect to have as many

as nine rigs drilling for us. Most of these are expected to

be single lateral wells drilled on |,280-acre spacing units.

|
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We believe our acreage is positioned squarely within the
most p-olific part of the Bakken oil play in North Dakota,
and we expect it to be fully developable at attractive eco-
nomics. We hold | 18,348 gross acres (83,033 net acres)
in the Sanish field, where we have a total of | 70 potential
well locations based on drilling two wells per 1,280-acre
spacing unit. As we continue to drill at the Sanish field, we
are reclucing our total well costs due to improved drilling
techniques and some significant advances in our completion
design. Specifically, we have implemented a single-fateral
well design over 1,280 acres that makes use of swelling
packer completion technology. Ve believe this design
allows us to contact significantly greater rock volume with
our fracs. Our Peery State discovery well, a tri-lateral
horizental well drilled on a [,2B0-acre spacing unit, cost
about $8 million. Qur most recent completion, the Liffrig
well, was a single lateral well drilled on a 1,280-acre spacing
unit that cost approximately $5.6 million to drill and
complete, a savings of $2.4 million per well. A large part
of this savings results from our single lateral design and
the atility with our current design to stimulate up to 1l

intervals in one day.

Immediately east of the Sanish field is the Parshall field,
where Whiting owns interests in 66,957 gross acres
{13,470 net acres) and has participated in 24 wells that
produce from the Bakken formation, 19 of which were
drilled in 2007. All of these producers were single lateral
horizontal wells drilted on 640-acre spacing units. For
the first 15 wells that produced for 120 days, production
rates averaged 591 BOE per day per well. We expect to
participate in approximately 50 to 60 wells in the Parshall
field in 2008 with an average working interest of 20%.

Eight drilling rigs are currently working in the Parshall field.

The Piceance Basin in northwest Colorado has been
referred to as the Persian Guif of natural gas. In 2007, we
completed all three of the wells we drilled at our Boies

Ranch prospect as successful gas producers, with initial
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production rates averaging 2.3 MMcf of gas per day per
well. We hold an average working interest of 50% and
an average net revenue interest of 45% in the three gas

producers. Year-end proved reserves for our Boies Ranch

prospect ranged from 1.5 Bcf to 2.25 Bef of gas per well.

By March 2008, we had drilled eight more wells at Boies
Ranch. We expect seven of these eight wells to be on
production by May 31, 2008.

Whiting holds 2,760 gress acres and 1,571 net acres on
the Boies Ranch and fimmy Gulch prospects. In addition,
we own 14,133 gross federal lease acres (2,501 net acres)
adjacent to the Boies Ranch/Jimmy Guich area. We pan to
drill a rotal of 110 wells on Boies Ranch and Jimmy Gulch,
24 of which are planned for 2008. The wells are scheduled
to be drilled on 20-acre spacing units. We plan to hive

a minimum of two drilling rigs running full time in the
Ficeance Basin through 2008. Drilling operations are
expected to commence at Jimmy Gulch in the third quarter

of 2008. In the fairway of the Boies Ranch acreage, tte

Company owns a 50% average working interest and an
average net revenue interest of 49%, as we own surface
and mineral rights in most of this property. Our acreage
at Boies Ranch is located along a valley floor, providing
good access to the Company’s drilling locations as well as
lower well costs and fewer drilling challenges. We are
drilling groups of four to eight wells off of pads, and our
rigs move from well to well on each pad. As we continue
to drill in the Piceance Basin, we expect to reduce our
total well costs as we improve our drilling and completion
techniques. Across our Boies Ranch and Jimmy Gulch
prospects, our ownership ranges from 50% to 100%

working interests and 49% to 89% net revenue interests.

By April 15,2008, we expect to complete and have our gas
flowing through a new pipeline we are now laying at Boies
Ranch. It is a 2.9-mile, 10-inch diameter line that will have
a total daily capacity of approximately 80 MMcf of gas. We
will cennect this |0-inch line to a third-party trunk line
feeding a 750 MMcf per day treating and processing facility
near Meeker, Colorado. The treating and processing facility
is connected to the Rockies Express (REX) pipeline and
gives us access to multiple intrastate and interstate markets.
fn November 2008, we expect the White River Hub will
be connected to this same facility, giving us access to four
more interstate lines and two intrastate lines. We expect
our new pipeline connection will allow us to market all of
our gas at Baies Ranch without restriction. The 42-inch
diameter REX pipeline currently has a transport capacity
of 1.5 Bcf of gas per day. When REX came on stream

in January 2008, Rocky Mountain gas price differentials

narrowed significantly.

Our expansion of the COz flood at our Postle field, located
in Texas County, Oklahoma, continues to generate positive
results. Production from the field has increased from a net
4,200 BOE per day at the time of its acquisition in August
2005 to more than 6,000 net BOE per day in February
2008, an increase of 43%. In lanuary 2008, we achieved




our objective of increasing COz injection into the field’s
producing Morrow sand reservoir to 120 MMcf per day,
thereby doubling the 60 MMcf per day rate at the time

we acquired the field.

The increase in COxz injection and production was made
possible through development drilling and the expansion
of our 100% owned Dry Trail Gas Plant. This included the
installation of three new compressors and the associated
infrastructure. The majority of the capital expenditures
required for the expansion of the Postle CO; flood are
now behind us, mitigating the impact of any future cost
inflation. Future capital expenditures for the Postle field
are currently estimated to approximate $259 million, of

which $152 million is for purchase of COx.

At our North Ward Estes field in the Permian Basin, we
expect to see an initial response from our CO; flood during
the fourth quarter of 2008. On May 22, 2007, we initiated
the COx flood in the field, which is located in Ward and
Winkler Counties, Texas. Qur target for CO; injection
into the field was 100 MMcf per day by the end of the first
quarter of 2008. This milestone was reached in January
2008. We are currently injecting approximately 120 MMcf
into the Yates formation, the field’s producing reservoir, at

a depth of approximately 2,600 feer.

Construction of the gas plant facility and the related
infrastructure at the North Ward Estes field is expected
to be completed in 2008. Future capital expenditures for
this CO; project are estimated to be approximately $625

million, of which $372 million is for CO: purchases,

Of the $556.6 miillion of exploration and development
expenditures in 2007, 51% or $284.9 million was invested
in the implementation of our water and CO: floods in the
Postle and North Ward Estes fields. These expenditures
included CO; purchases. When we acquired Postle, North
Ward Estes and the ancillary fields in 2005, the fields’
proved reserves were only 43% proved developed. At
year-end 2007, the proved developed reserves represented
55% of the fields’ total proved reserves of 123.9 MMBOE.

Over time, we believe significant upside exists at Postle,
North Ward Estes and the ancillary fields as our efforts
may convert non-proved reserves to proved reserves.

It is essential that we continue to invest in these projects
becausz, when fully developed, we estimate they will have
an all-in acquired and developed cost of approximately
$16.93 per BOE based on proved reserves only. In 2008,
we expect these two projects to receive approximately
$154 million or 24% of our $640 million exploration and

development budget.

Including our two CO; projects, we invested 73% of our
$556.6 million exploration and development expenditures
in 2007 in the conversion of PUD reserves to proved
developed reserves. This helped bring our proved
developed reserves as a percentage of our total reserves
to 67%, compared to 65% at year-end 2006 and 59% at
year-end 2005. The continuing development or de-risking
of our proved reserve base is further reflected in the

increase in our proved developed producing reserves.

Despite the 14.7 MMBOE of production during 2007,

Whiting's proved developed producing reserves increased
10 MMBOE from year-end 2006. With only 27% of our
2007 capital budget directed toward adding reserves, we
managed to increase our total proved reserves to 250.8
MMBOE from 248.2 MMBOE at year-end 2006. During
2007 \Whiting had 14.7 MMBOE of production and 2.9
MMBOE of divestitures. Offsetting this 17.6 MMBOE of
production and property szles was 20.2 MMBOE of
proved reserves added during 2007. Of this 20.2 MMBOE,
17.8 MMBOE was generated through extensions and
discoveries and 2.4 MMBOE came from acquisitions and

revisions to previous estimates.




Of our $640 million capital budget for 2008, we plan to
invest approximately 54% in exploration and development
of currently non-proved reserves. This represents a
change from 2007 when approximately 27% of our $556.6
million in exploration and development expenditures was

directed toward non-proved reserves.

As of December 31, 2007, our pre-tax PV10 value totaled
$5.858 billion and our standardized measure of discounted
future net cash flows totaled $4.012 billion. At year-end
2006, these values were $3.352 billion and $2.392 bi lion,
respectively. Thus, our pre-tax PV 10 value at year-end
2007 rose 75% from year-end 2006, primarily as a rasult
of commodity price increases. The year-end NYMEX oil
price rose from $61.05 per barrel in 2006 to $96.00 per
barrel in 2007, and the NYMEX gas price rose from
$5.52 per MMbtu to $7.10 per MMbtu. A schedule of
the Company’'s December 31, 2007 pre-tax PVI0 valie
and its related standardized measure of discounted future

net cash flows is included later in this report.

According to the Septernber 17,2007 edition of the Jif &
Gas Journal, Whiting ranked fourteenth for publicly traded
U.5. based oil and gas companies in terms of largest proved

oil reserves at |95 million barrels at year-end 2006.

Our current mix of il and natural gas reserves is 787% oil

and 22% natural gas. Qur current production volumes are

67% oil and 33% natural gas. We believe this positions
the Company to have good earnings and cash flow th -ough
2008 as crude continues to sell at a premium to natural

gas based on their approximate 6-to-| Btu equivalency.

Despite volatile commodity prices and increasing service
costs, we continued to generate healthy net margins. n
2007, we averaged $26.76 of net revenue (commodity price
after hedging minus per-unit cash costs: lease operating
expense; production taxes; general and administrative
expense; exploration expense; cash interest expense; und
cash taxes) per BOE of production, which represented
50% of our net realized price of $53.57 per BOE.

Due primarily to the results of our initial drilling in the
Bakken formation and in the Piceance Basin, as well as
record-high oil prices, we were one of the best performing
energy stocks in the second half of 2007. For the year,
Whiting's share price rose 23.7% to $57.66 from $46.60
at year-end 2006. Since becoming a public company in
November 2003 at a share price of $15.50,Whiting shares

have increased in value 272% through year-end 2007.

For the reasons mentioned abave, | have never been more
excited about the future of Whiting Petreleum Corporation.
In 2008, we expect to increase our reserves and production
per share as we pursue our drilling programs in the
Williston Basin’s Bakken formation and in the Piceance
Basin's Williams Fork zone and as our two CO: floods
progress. VWe will also work to establish one or more new
rescurce plays that could generate drilling opportunities for
years to come. In doing so, we remain focused on creating
long-term shareholder value at Whiting. On behalf of our
Board of Directors and all of our employees, thank you for

your continued interest in Whiting Petroleum Corporation.

|

JAMES ].VOLKER
Chairman of the Board, President and Chief Executive Officer
February 28, 2008

Sincerely,
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HEADQWARTERS * FIELD QFFICES WHITING PROPERTIES
Denver, Colorado

PROVED RESERVES

Pre-Tax Decemnber 2007

oil Natwral Total PY10% Yalue Avgerage Daily
CORE AREA (HMbbI)  Gas (Bef)  (HMBOE) % 0l e Production (MBOE/d)
PERMIAN BASIN 100.7 780 1134 89% $ 24830 10,7
ROCKY MOUANTAINS 421 (1R 6.7 68% 1,418.0 148
HID-CONTINENRT 46.0 30.6 SL) 90% 1,418.0 11
GULF COAST 35 525 123 9% 284.1 4.
MICRIGAR 39 507 113 1% 254.6 35
TOTAL 196.3 326.7 250.8 78% $ 5,858.300 40.3
Discounted Future Income Taxes (1,846.6)
Standordized Measuie of Discounted

Futore Net Cosh Flows S4011 70

() Pre-tax PYI9% may be considered a non-GAAP financial measure as defined by the SEC and is derived from the standardized measure of discounted future
net cash fows, which is the most directly comparable GAAP financial measure. Pre-tax PYI0' it computed on the tame basis as the standardized measure
of discaunted future net cash flows but without deducting future income taxes. We believe pre-tax PYI0% is 2 usefu) measure for investors for evaluating
the relative monetary significance of our 9if and nawural gas properties. We further believe insestors may utilire our pre-tax PYI0% as a basis for comparisen
of che relative tize and value of our reserves o other companies because many facers tha are onique to each individual cempany impact the amount of
future income tases 10 be paid. Our maragement uses this measure when zsessing the potettial return on investment refated 1o our ofl and gas properties
and acquisitions, However, pre-tax PY10% is not a substitute for the standardited measure of discaunted future net cash flows. Qur pre-tax PYI0% and the
standardized measure of discounted future net cash figws de not purport to present the fair value of our oil and natural gas reseress.

P Ay year-end 2006, these values were $3,351.2 million 2nd $2,392.2 million, respectively, based an December 39, 2006 prices: NYHEX $41.05/88 and
§5.51/MMbtu. Whiting's pre-tax PY10% value at year-end 2007 rase 5% from year-end 2018, primarily as a result of commodity price increases.

) Based on December 31, 2007 prices: NYSEX $96.00/Bbl and 57.10/MNbuw.

) Blease refer 1o page 5 of the attached Form 10-K for more information on Pre-Tax P¥)0% value.




|
|

Drilling and Operations
Overview

[

The table below summarizes Whiting's drilling activity
and exploration and development costs incurred for the
twelve months ended December 31,2007:

Gross/Net Wells Completed

EXPL. & DEY.
NON- TOTAL NEW % SUCCESS 08T
PRODUCING PRODUCING DRILLING RATE {in nillions)
1IMOT 27111347 6439 27711384 9B%/97% §556.6
Production

Whiting produced a total of 9.6 million barrels of vil
(including NGLs) and 30.8 Bef of gas in 2007, On an
equivalent basis, this equates to 14.7 MMBOE for the year,
or an average daily production rate of 40,290 BOE.

Reserves

Whiting's total proved reserves at December 31, 2007
were 250.8 MMBOGE, of which 78% was oil and NGLs.

We invested 73% of our $556.6 million exploration znd
development expenditures in 2007 in the conversion of
PUD reserves to proved developed reserves through the
development of conventional PUD reserves and the
expansion and implementation of our twa CO; projects.
This helped bring our proved developed reserves as 1
percentage of our total reserves to 67%, compared to> 65%
at year-end 2006 and 59% at year-end 2005. The continuing

development or de-risking of our proved reserve base is

“further reflected in the increase in our proved developed

producing reserves, Despite the 14.7 MMBOE of production
during 2007, Whiting's proved developed producing
reserves increased 10 MMBOE from year-end 2006. ‘#ith
only 27% of our 2007 capital budget directed toward

adding reserves, we managed to increase our total proved
reserves to 250.8 MMBOE from 248.2 MMBOE at yezr-end
2006. During 2007, Whiting had 14.7 MMBOE of production
and 2.9 MMBOE of divestitures. Offsetting this 17.€
MMBOE of production and property sales was 20.2
MMBOE of proved reserves added during 2007. Of this

20.2 MMBCOE, 7.8 MMBOE was generated through
extensions and discoveries and 2.4 MMBOE came from
acquisitions and revisions to previous estimates. Whiting's
December 31, 2007 reserve estimates were prepared by
the independent petroleum engineering consulting firm of

Cawley Gillespie & Associates, Inc.

The table below summarizes the estimated fully developed
costs per BOE at Postle, North Ward Estes and ancillary
fields acquired with North Ward Estes:

RESERYES OR ACQ. AND
NET PRODUCTION  DEV. COST
{MM§)  (NET MMBOE)  ($/BOE)
Acquisition Purchase Price
(effective 7/1/05) $ 802
Remaining Proved at [2/31/07
— Capex / Reserves 902! 123.9
Six Months 2005
— Capex / Production 75 1.9
2006 - Capex / Production 221 4.3
2007~ Capex / Production 285 4.4
2006 & 2007 Divestments
— Sales Price {8) -
Total Actual Plus Proved at
12/31/07 — Capex / Reserves 2,277 134.5 $16.932

1 Mare than half of the $225 MM {1 1%) increase in the afl-in proved cost estimate, from $2,052
MM at year-end 2006 to $2.277 MM at year-end 2007, is arributable ro the NYMEX indexed
CO: price at North Ward Estes.

1 Estimated capital expenditures reflect an expanded scape in planned projects as well as the
ingreasing cost of mdustry equipment and services and COh, Although toal acquisidon and
development casts increased | 1%, the pre-tax PV 10 value of these fields increased from
$1.417 MM at year-end 2006 ta $2,924 MM at year-end 2007, an increase of 106%.

Exploration and Development Expenditures

Exploration and development expenditures incurred during
2007 totaled $556.6 million, of which 35% was directed to
the Rocky Mountain region, 33% to the Permian Basin, 28%
to the Mid-Continent/Michigan region, and 4% was invested

in operations along the Gulf Coast.

Whiting's initial 2008 drilling budget is $640 million. Of
this total, approximately 62% will be directed toward
operations in the Rocky Mountains, 19% to the Permian
Basin, 15% to the Mid-Continent/Michigan region, and 4%
will be invested in the Guif Coast region. ¥Whiting plans
to drill approximately 280 gross wells in 2008 based on its
current drilling budget. Approximately 24% of cur 2008
budget will be invested in the Postle and North Ward
Estes fields.
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Bakdken Play - Sanish and Parshall Fields

At year-end 2007, Whiting held a total of 118,348 i
gross acres (83,033 net acres) at its Robinson
Lake prospect, which has been designated the
Sanish field, in Mountrail County, North Dakota.
The field produces oil and gas from the Middle

* Bakken formation at a vertical depth of approxi-

; as many as nine rigs working in the area. In 2008,

mately 9,900 feet. We currently have four rigs
working in the field and plan to add a fifth rig in
April 2008. By year-end 2008, we expect to have

we plan to drifl approximately 30 to 40 operated
wells in the Sanish field with an average working
interest of 81%. We expect most of these to be
single-lateral wells drilled on 1,280-acre spacing
units. Ultimately, we may drill two single-lateral
wells per |,280-acre spacing unit. We estimate
this could generate a total of 170 well locations.
We have experimented with four different

well designs. We believe that drilling northwest! |
oriented, extended length, single-lateral horizontzi!'

wells is the most efficient. This design allows -4 g i
“to contact approximately 9,000 fedt of Bakken” ||

reservoir for each square mile we develop at a
cost of approximately $5.6 million.

Whiting reported the completion resuits of
three significant Bakken oil and gas producers in
the Sanish field in 2007 and early 2008. The
following table summarizes the results:

{ONP. W (BOE/D) 15T 8 BANS

WELL NAME w Rt DATE MHR TEST  (BOESS) COMMENT

Lifirig 17-2TH B1% 41% 1408 154 (A1) Single Lateral
Locken JF-220 W R% 1w 1451 M4 Single Lateral
Peery State 1)-25H  99%  B0%  05/13/07 1254 [2] Triple Eateral

Pictured is the Liffrig | 1-27H well, which was
completed in January 2008 flowing 2,247 barrels
of oil and 1.7 MMcf of gas (2,530 BOE) per day
during a 24-hour test of the Middle Bakken

formation at a vertical depth of approximately

9,920 feet. Production was gauged on a
17/s4-inch choke with a flowing casing pressure

+ of 1,300 psi. Whiting holds an 81% working
. interest and a 67% net revenue interest in the
)j well and is the operator.

. The oil produced from Sanish field is high quality
sweet crude (more than 40 APl gravity). In

i addition, the natural gas produced from the field
. contains large amounts of NGLs and has a Btu
. content of approximately 1,700 per cubic foot.

' In December 2007, Whiting broke ground for the

construction of a riatural gas processing plant that |

will extract these liquids and allow the natural
gas to be transported by pipeline to market. The
Company anticipates that the plant will be on
stream in April 208. The initial capacity of

the plant will be 3 MMcf of gas per day and is
expected to increase to approximately 33 MMcf
of gas per day in tne fourth quarter of 2008. The
yield from the plant is expected to approximate
150 to 170 barrels of NGLs per | MMcf of gas.

immediately east of the Sanish field is the Parshall
field, where Whiting owns interests in 66,957
5%(55 acres (13,470 net acres) and has partici
p‘ated in 24 wells “hat produce from the Bakken

] atlon |9 of which were drilled in 2007. For
efirst 15 wells that produced for 120 days,

well. We expect to participate in approximately
50 to 60 wells in vhe Parshall field in 2008 with
an average working interest of 20%. Eight drilling
rigs are currently working in the Parshall field.

The Bakken formation is an unconventional
reservoir consist‘lng of oil saturated shale,
dolomite and fine grained sand. Horizontal
driliing and advanced stimulation techniques are
now being successfully employed in the North
Dakota portion cf the Williston Basin. In early
2005, we embarked on an active leasing program
that led to our teital teasehold position of
approximately 118,348 gross acres (83,033 net
acres) that are prospective for Bakken production,
primarily in the $anish field area.

production rates averaged 5%| BOE per day per "







Mid-Continent

Postle Field CO: Project

The Postle field, located in Texas County,
Oklahoma, is one of Whiting's most important
assets, The field includes six producing units
covering a total of approximately 25,600 gross
acres (24,223 net acres) with working interests
of 94% to 100%. As of December 31, 2007,
there were 156 producing wells and 119 injection
wells completed in the Morrow zone ac 6,100
feet. Estimated proved reserves for the Postle
field as of December 31,2007 were 58% PDP,
i5% PDNP and 27% PUD, which compared

to 40% PDP, 26% PDNP and 34% PUD at
year-end 2006,

Our expansion of the CO; flood at our Postle
field continues to generate positive results.
Production from the field has increased from a

net 4,200 BOE per day at the time of its acquisi-
tion in August 2005 to more than 6,000 net BOE
per day in February 2008, an increase of 43%.
In january 2008, we achieved our objective of
increasing COz injection into the field’s producing
Morrow sand reservoir to 120 MMcf per day,
thereby doubling the 60 MMef per day rate at
the time we acquired the field.

The increase in CO» injection and crude oil

| production was made possible through develop-
ment drilling and the expansion of our 100%™
owned Dry Trail Gas Plant (pictured}, which

included the installation of three new compres-
sors and the associated infrastructure. The
plant separates CQO:z gas from the produced
wellhead mixture of hydrocarbon and CO;
gas, so that the CQ; gas can be reinjected into
the field’s producing reservoir. In addition, the
plant recovers NG _s from the gas stream. The
majority of the capital expenditures required
for the expansion of the Postle CO; flood are
now behind us. Future capital expenditures are
currently estimated as follows:

PERIOD
2008

HARD: CAPEX. (M)
§ 62
45
3 107

(0, PURCHASES (M3
$ 18
134
$ 152

TOTALS (MM5)
$ 80
179
$ 259

Thereafter

Totals

This project is part: of the Company’s plan to
expand the existing water and CO; flood from
the eastern half of the Postle field to the western
half of the field. The Postle field was initially
developed in the early 1960s and unitized for
waterflood in 1967. Enhanced recovery projects
using CO; were in'tiated in 1995 and continue in

., three of the five units. These expansion projects

include the restorztion of shut-in wells and the

» drilling of new producing and injection welis.

In addition to the producing assets and processing
plant, we have a 6C% interest in the 120-mile

' TransPetco operated CO, transportation pipefine

serving the Postle field, thereby assuring the
delivery of CO; at. a fair tariff. Whiting has a

i long-term CO; ptrchase agreement with a

major supplier to provide the necessary CO;
for the field.
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Boies Ranch = Jimmy Gulch Areas

Pictured is the Boies C-230-P3 well, located in
the north-central Piceance Basin in Rio Blanco
County, Colorade. The well was completed

in July 2007 on the Company’s Boies Ranch
prospect flowing 2.3 MMcf of gas per day from
the Williams Fork and lles formations from a net
568 feet of pay at depths between 6,500 feet and
10,900 feet. During 2007, Whiting drilled and
completed a total of three gas producers at its
Boies Ranch prospect. Each well flowed at an
initial rate of approximately 2.3 MMcf of gas per
day from the Williams Fork and lles formations.
Year-end proved reserves for our Boies Ranch
prospect ranged from 1.5 Bef to 2.25 Bef of
gas per well. Whiting holds an average working
interest of 50% and an average net revenue
interest of 45% in the three gas producers.
Production from these three wells was shut in
for most of the third quarter and all of October
2007 as repairs were made to a nearby gas plant
where Boies Ranch gas is currently processed.
Production resumed from the Boies Ranch area
in November 2007 at a combined gross rate of
approximately 3.5 MMcf per day (1.6 MMcf of
gas per day net to the Company’s interests).

At year-end 2007, we had six wells awaiting
completion operations and two wells that were
being drilled at Boies Ranch. Whiting holds 2,760
gross acres (1,571 net acres) on the Boies Ranch |
and jimmy Gulch prospects. In addition, we own
14,133 gross federal lease acres (2,50) net acres)
in the Boies Ranchflimmy Gulch area. The
majority of this acreage was obtained in the
acquisition of Equity Qil in 2004. Across our
Boies Ranch and Jimmy Gulch prospects, our
ownership ranges from 50% to 100% working

|
|

interests and 49%5 to 89% net revenue interests.
In the fairway of the Boies Ranch acreage, we

| own a 50% average working interest and an

average net reveaue interest of 49%, as we own
surface and minesal rights in most of this property.

We plan to drill a total of 110 wells on Boies
Ranch and Jimmy Gulch, 24 of which are planned
for 2008. The wells are scheduled to be drilled
on 20-acre spacing units. The Company plans to
have a minimum of two drilling rigs running ful!
time in the Piceance Basin through 2008, Drilling
operations are expected to commence at fimmy
Gulch in the third quarter of 2008. We are
drilling groups o” four to eight wells off of pads.
Qur rigs move from well to well on each pad.
Our acreage at Botes Ranch is located along

a valley floor, providing good access to the
Company's drilling locations as well as lower
well costs and fewer drilling challenges than
wells drilled atop the neighboring mesas.

By April 15, 2008, we expect to complete and
have our gas flowing through a new pipeline we
are now laying a: Boies Ranch. It is a 2.9-mile,
10-inch diameter- line that will have a total daily
capacity of approximately 80 MMcf of gas. We
will connect this 10-inch line to a third-party
trunk line feeding a 750 MMcf per day treating
and processing facility near Meeker, Colorado.
The treating anc processing facility is connected
to the Rockies Express (REX) pipeline and gives
us access to multiple intrastate and interstate
markets. In November 2008, we expect the
White River Hud will be connected to this same
facility, giving us access to four mare interstate
lines and two intrastate lines. We expect our
new pipeline connection will allow us to market
all of our gas at Boies Ranch without restriction.
The 42-inch dianeter REX pipeline currently

" hasa transport capacity of 1.5 Bcf of gas per
|

| day. When REX came on stream in January

i 2008, Racky Mountain gas price differentials

narrowed significantly.
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Permian

This milestone was reached in January 2008,
and we are currently injecting approximately

. 1 120 MMcf into the Yates formation, the field'’s

North Ward Estes Field CO; Project

The North Ward Estes field provides Whiting
exceptional potential for both production and
reserve growth. The field includes six base
leases with 100% working interest in 58,000

Texas. As of December 31, 2007, there were
1,024 producing wells and 349 injection wells.
The Yates formation at 2,600 feet is the primary
producing zone with additional production from
other zones, including the Queen at 3,000 feet.
We also have the rights to deeper horizons under
34,140 gross acres in the field. In the North
Ward Estes field, the estimated proved reserves
as of December 3., 2007 were approximately
18% PDP26% PDNP and 56% PUD, which
compared to 20% PDP, 26% PDNP and 54%
PUD at year-end 2006.

On May 22, 2007.Whiting initiated its CO: flood
in the North Ward Estes field. Whiting's target
for CO; injection into the field was 100 MMcf
per day by the end of the first qua

producing reservoir, at a depth of approximately
2,600 feet. We expect an initial response from

" this COs flood during the fourth quarter of
+ 2008. Net production from North Ward Estes in

December 2007 averaged 5,050 BOE per day,
which compared to a net daily rate of 3,560

. BOE during the first quarter of 2005, prior to
© Whiting's July 2005 agreement to acquire the
gross and net acres inWard and Winkler Counties, .

North Ward Estzs field. Whiting has a long-term

+ €Oz purchase agreement with a major supplier
! to provide the necessary CO: for the field.

i Construction of the gas plant facility {pictured)

and the related infrastructure at North Ward
Estes field is expected to be completed in 2008.
Future capital expenditures for this CO: project

T are estimated as foliows:

(02 PURCHASES (HH3)
3 33

PERIGD HARD CAFEX (15} TOTALS (M)

2008 $ 4

Thereafter 212 33%

Totals 3 233 3372
At approximately 20 miles long and thrée miles
wide, this is one of the largest CO; floods in the

United States today.
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‘ B oar d Of D i rectors ‘ experiece as a chief financial officer in public and private companies primarily

! . in the vil and gas and food industries, and also has 10 years of public account-

| ! i ing experience in two of the current four worldwide public accounting firms.

' ' 1 He is a past director of the Independent Petroleum Association of the Mountain
States {IPAMS). Mr. Briggs holds a Bachelor of Arts degree in accounting from
Duke University and a Juns Doctorate degree from the Georgetown University

© Law Center. He is currently a board member and chairman of the audit
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JAMES J.VYOLKER, 61, has heen a director of Whiting Petraleum
Corporation since 2003 and a director of Whiting Oif and Gas Corporation since
1002. He joined Whiting Oil and Gas Corporation in August 1983 as Vice President
of Corporate Development and served in that position through April 1993, In
March 1993, he hecame a contract consultant to Whiting Oil and Gas Corporation
and served in that capacity untl August 2000, at which time he became
Executive Yice President and Chiel Operating Officer. Mr. Volker was appainted
President and Chief Executive Officer and a director of Whiting 0il and Gas
Corporation in January 2002. Mr. Volker was co-founder, Yice President and later
President of Energy Management Corporation from 1971 through 1382, He has
over thirty years of experience in the oil and natural gas industry. Mr. Yolker
has a degree in finance from the University of Denver, an MBA from the
University of Colorado and has completed K. K. VanPoolen and Associates’ course
of study in reservoir engineering.

THOMAS L.ALLER, 59, has been a director of Whiting Petroleum
Corporation since 2003. Mr. Alfer has served as Senior Vice President— Energy
Delivery of Alliant Energy Corporation and President of Interstate Power and
Light Company since 2004. Prior to that, he served as President of Alliant
Energy Investments, Inc. since 1998 and interim Executive Vice President—
Energy Delivery of Alliant Energy {orporation since 2003. From (993 to 1998,
he served as Vice President of IES Investments. He received his Bachelor's
Degree in political science from Creighton University and his Master's Degree
in municipal administration from the University of lowa.

D. SHERWIN ARTUS, 70, has been a director of Whiting Petroleum
Corporation since 2006. Mr. Artus joined Whiting 0l and Gas Corporation in
January 1989 as Yice President of Operations and became Executive Vice President
and Chief Operating Officer in July 1999. in January 2000, he was appointed
President and Chief Executive Officer. Mr. Artus became Senior Yice President in
January 2002 and retired from the Company on April |, 2006. Prior to joining
Whiting, he was employed by Shell Cil Company in various engineering and
management positions. From (974-1971, he was employed by Wainoco Oil and
Gas Company as Production Manager. He was a co-founder and later became
President of Solar Petroleum Corporatin, an independent ofl and gas producing
company. He has been in the il and natural gas business for 47 years. Hr.
Artus holds a Bachelor's Degree in Geologic Engineering and a Master's Degree
in Mining Engineering from the South Dakota School of Mines and Technology.
He is a registered Professional Engineer in Colorado, Wyoming, Montana and
North Dakota.

THOMAS P. BRIGGS, 59, has been a director of Whiting Petroleum
Corperation since 2006. During the last five years, Mr. Briggs served as chief
financial officer of Healthy Food Haldings, Inc., a holding 2nd management
company for branded food companies and of Horizon Organic, an organic foods
company. Prior to that, he served as chief financial officer of a private, Denver-
based food manufacturer and supplier. During the 1970s and {980s he was a
tax and MEA consultant to oil and gas exploration companies, and chief financial
officer and senior officer in two Denver-based independent oil and gas companies.
Mr_ Briggs, an inactive certified public accountant, has 28 years of management

committee of {orrpre Companies, a publicly-held engineering and construction
services company headquartered in Cleveland.

WILLIAM N. HAHNE, 56, has been a director since November [,
1007. Mr. Hahne was Chief Operating Officer of Petrobawk Energy Corporation
from July 2006 until October 2007. Mr. Hahne served at KCS Energy, Inc. as
President, Chief Operating Officer and Director from April 2003 to July 2008, as
Executive Yice President and Chief Operating Officer from March 2002 1o Apnil
2003 and in other management positions prior to that. He is a graduate of
Oldahorna University with a BS in petroleum engineering and has 34 years of
extensive technical and management experience with independent ol and pas
companies induding Unocal, Union Texas Petroleum Corporation, NERCO, The
Louisiara Land and Exploration Company {LL&E) and Burlingtan Resowrces, Inc.
Mr. Hahre was recommended to our Nominating and Governance Committee
by our Chief Executive Officer and elected by our Board of Directors effective

« November I, 2007.

| GRATDON D. HUBBARD., 74, has served as a director of Whiting

Petroleum Corporation since 2003. He is a retired certified public accountant
and was a partner of Arthur Andersen LLP in its Denver office for more than
five years prior to his retirement in November 1989. Since 1991, he has served
as a duector of Allied Motion Technologies Inc., a company engaged in the

. business of designing, manufacturing and seliing mation control products. Mr.

Hubbard is also an author. He received his Bachelor’s Degree in accounting
from ths University of Calorado.

PALMER L. MOE, 684, has served as a director of Whiting Petroleum

‘ Corporarion since October 2004. He is Managing Director of Kronkosky Charitable

Foundat on in San Antonio, Texas, 2 position he has held since 1997. Mr. Moe is
an inaclive certified public accountant and was a partner of Arthur Andersen &
Co. i its San Antonio, Houston and Desver offices from 1965 to 1983. From
1983 until 1992, he served as President and Chief Operating (ficer and a
director of Yalere Energy Corporation. He received his Bachelor's Degree in
accounting from the University of Denver and completed the Senior Executive
Development Course at the Affred P. Sloan School of Management at the
Massachusetts Institute of Tachnology.

KENNETH R.WHITING, 80, has been a director of Whiting
Petroleun Carporation since 2003 and has served as a director of Whiting Oit
and Gas Corporation since its inception in 1980, He was President and Chief
Executivs Officer of Whiting 0il and Gas Corporation from its inception until
1993, waen he was appointed Yice President of International Business for IES
Diversified. From 1978 to late 1979, he served as President of Webb Resources,
Inc. He has many years of experience in the oil and nawral gas industry,
including his position as Executive ¥ice President of Ladd Petrofeum Corporation.
He was a partner and associate with the Denver law firm of Holme Roberts &
Owen. Mr. Whiting received his Bachefor's Degree in business from the University
of Colorado and his J.D. from the University of Denver. Mr. Whiting will be
retiring upon the expiration of his current term at the Annual Meeting.
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CERTAIN DEFINITIONS

LR IrYs LR AT

Unless the context otherwise requires, the terms “we,” “us,” “our” or “ours” when used in this
Annual Report on Form 10-K refer to Whiting Petroleum Corporation, together with its consolidated
operating subsidiaries. When the context requires, we refer to these entities separately.

We have included below the definitions for certain terms used in this Annual Report on Form 10-K:

“3-D seismic” Geophysical data that depict the subsurface strata in three dimensions. 3-D seismic
typically provides a more detailed and accurate interpretation of the subsurface strata than 2-D, or two-

dimensional, seismic.

“BbI” One stock tank barrel, or 42 U.S. zallons liquid volume, uscd in this report in reference to oil
and other liquid hydrocarbons.

“Bcf” One billion cubic feet of natural gas.

“BOE" One stock tank barrel equivalent of oil, calculated by converting natural gas volumes to
equivalent oil barrels at a ratio of six Mcf to one I3bl of oil.

“BOE/d” One BOE per day.
“Bopd” Barrels of oil or other liquid hydrocarbons per day.

“CO; flood” A tertiary recovery method in which CO; is injected into a reservoir to enhance oil
recovery.

“completion” The installation of permanent equipment for the production of crude oil or natural gas,
or in the case of a dry hole, the reporting of abandonment to the appropriate agency.

“GAAP” Generally accepted accounting principles in the United States of America.

“farmout” An assignment of an interest in a drilling location and related acreage conditioned upon
the drilling of a well on that location.

“MBOE" One thousand BOE.

“"MBOE/d” One thousand BOE per day.

“Mcf” One thousand cubic feet of natural zas.

“Mcf/d” One Mcf per day.

“MMbbI” One million barrels of oil or other liquid hydrocarbons.
“MMBOE"” One million BOE.

“MMbti" One million British Thermal Units.

“MMcf” One million cubic feet of natural zas.

“MMcf/d" One MMcf per day.




“NGLs™ Natural gas liquids.
“PDNP” Proved developed nonproducing.
“PDP” Proved developed producing.

“plugging and abandonment” Refers to the sealing off of fluids in the strata penetrated by a well so
that the fluids from one stratum will not escape into another or to the surface. Regulations of many states
require plugging of abandoned wells.

“PUD” Proved undeveloped.

“pre-tax PV10%” The present value of estimated future revenues to be generated from the
production of proved reserves calculated in accordance with Securities and Exchange Commission (“SEC”)
guidelines, net of estimated lease operating expense, production taxes and future development costs, using
price and costs as of the date of estimation without future escalation, without giving effect to non-property
related expenses such as general and administrative expenses, debt service, depreciation, depletion and
amortization, or Federal income taxes and discounted using an annual discount rate of 10%. Pre-tax PV10%
may be considered a non-GAAP financial measure as defined by the SEC. See footnote (1) to the Proved
Reserves table in Item . “Business” for more information.

“reservoir” A porous and permeable underground formation containing a natural accumulation of
producible crude oil andfor natural gas that is confined by impermeable rock or water barriers and is
individual and separate from other reservoirs.

“working interest” The interest in an crude oil and natural gas property (normally a leasehold
interest) that gives the owner the right to drill, produce and conduct operations on the property and to share
in production, subject to all royalties, overriding royalties and other burdens and to share in all costs of
cxploration, development, operations and all risks in connection therewith.




PART I
Item 1. Business
Overview

We are an independent oil and gas company engaged in acquisition, development, exploitation,
production and exploration activitics primarily in the Permian Basin, Rocky Mountains, Mid-Continent, Gulf
Coast and Michigan regions of the United Statcs. We were incorporated in 2003 in connection with our
initial public offering.

Since our inception in 1980, we have built a strong asset base and achieved steady growth through
property acquisitions, development and exploration activities. As of December 31, 2007, our estimated
proved reserves totaled 250.8 MMBOE, representing a 1% increase in our proved reserves since December
31, 2006. Our estimated December 2007 average daily production was 40.3 MBOE/d and implies an average
reserve life of approximately 17.1 years.

The following table summarizes our estimated proved reserves by core area, the corresponding pre-
tax PV10% value, our standardized measure of discounted future net cash flows as of December 31, 2007,
and our December 2007 average daily production:

Proved Reserves December 2007
Pre-Tax Average Daily
0Oil Natural Total PV10% Production
Core Area (MMbbl)  Gas (Bef) (MMBOE) % Oil Value'” (MBOE/d)
(In millions)
Permian Basin.................. 100.7 76.0 113.4 89% § 2,483.0 10.7
Rocky Mountains ............ 422 116.9 61.7 68% 1,418.0 i4.8
Mid-Continent........ceeveie 46.0 30.6 51.1 90% 1,418.0 7.2
Gulf Coast ....cccvvevvverrene, 35 52.5 12.3 29% 284.7 4.1
Michigan...........ccccooeenne. 3.9 50.7 12.3 32% 254.6 35
T O 196.3 326.7 250.8 78% $ 5,858.3 403
Discounted Future
Income Taxes............... - - - - (1,846.6) -
Standardized Measure
of Discounted Future
Net Cash Flows............. - - - - $ 4,011.7 -

M " Pre-tax PV10% may be considered a non-GAAP financial measure as defined by the SEC and is derived from the
standardized measure of discounted future net cash flows, which is the most directly comparable GAAP financial
measure. Pre-tax PV10% is computed on the same basis as the standardized measure of discounted future net cash
flows but without deducting future income taxes. We believe pre-tax PV10% is a useful measure for investors for
evaluating the relative monetary significance ¢f our oil and natural gas properties. We further believe investors
may utilize our pre-tax PV10% as a basis for comparison of the relative size and value of our reserves to other
companies because many factors that are unique to each individual company impact the amount of future income
taxes to be paid. Qur management uses this mzasure when assessing the potential return on investment related to
our oil and gas properties and acquisitions. However, pre-tax PV10% is not a substitute for the standardized
measure of discounted future net cash flows. Our pre-tax PV10% and the standardized measure of discounted
future net cash flows do not purport to present the fair value of our oil and natural gas reserves.

While historically we have grown through acquisitions, we are increasingly focused on a balanced
exploration and development program while continuing to selectively pursue acquisitions that complement



our existing core properties. We believe that our significant drilling inventory, combined with our operating
experience and cost structure, provides us with meaningful organic growth opportunities.

Our growth plan is centered on the following activities:

+ pursuing the development of projects that we believe will generate attractive rates of
return;

* maintaining a balanced portfolio of lower risk, long-lived oil and gas properties that
provide stable cash flows;

» seeking property acquisitions that complement our core areas; and

+ allocating an increasing percentage of our capital budget to leasing and testing new
areas.

During 2007, we incurred $578.2 million in acquisition, development and exploration activities,
including $529.3 million for the drilling of 277 gross (138.6 net) wells. Of these new wells, 271 resulted in
productive completions and 6 were unsuccessful, yielding a 98% success rate. We have budgeted $640.0
million for exploration and development drilling expenditures in 2008.

Acquisitions and Divestitures

The following is a summary of our acquisitions and divestitures during the last two years. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” for more
information on these acquisitions and divestitures.

2007 Acquisitions. There were no significant acquisitions during the year ended December 31, 2007,

2007 Divestitures. On July 17, 2007, we sold our approximate 50% non-operated working interest in
several gas fields located in the LaSalle and Webb Counties of Texas for total cash proceeds of $40.1
million, resulting in a pre-tax gain on sale of $29.7 million. The divested properties had estimated proved
reserves of 2.3 MMBOE as of December 31, 2006, adjusted to the July 1, 2007 divestiture effective date,
thereby yielding a sale price of $17.77 per BOE. The June 2007 average daily net production from these
fields was 0.8 MBOE/d.

During 2007, we sold our interests in several additional non-core properties for an aggregate amount
of $12.5 million in cash for total estimated proved reserves of 0.6 MMBOE as of the divestitures’ effective
dates. The divested propertics are located in Colorado, Louisiana, Michigan, Montana, New Mexico, North
Dakota, Oklahoma, Texas and Wyoming. The average daily net production from the divested property
interests was 0.3 MBOE/d as of the dates of disposition.

2006 Acquisitions. On August 29, 2006, we acquired a 15% working interest in approximately
170,000 acres of unproved propetties in the central Utah Hingeline play for $25.0 million. No producing
properties or proved reserves were associated with this acquisition. As part of this transaction, the operator
agreed to pay 100% of our drilling and completion costs for the first three wells in the project.

On August 15, 2006, we acquired 65 producing properties, a gathering line, gas processing plant and
30,437 net acres of leasehold held by production in Michigan. The purchase price was $26.0 million for
estimated proved reserves of 1.4 MMBOE as of the acquisition effective date of May 1, 2006, resulting in a
cost of $18.55 per BOE of estimated proved reserves. Proved developed reserve quantities represented 99%
of the total proved reserves acquired. The average net production from the properties was 0.6 MBOE/d as of
the acquisition effective date. We operate 85% of the acquired properties.




We funded our 2006 acquisitions with cash on hand and borrowings under our credit agreement.

2006 Divestitures. During 2006, we sold our interests in several non-core properties for an aggregate
amount of $24.4 million in cash for total estimated proved reserves of 1.4 MMBOE as of the effective dates
of the divestitures. The divested properties included interests in the Cessford field in Alberta, Canada;
Permian Basin of West Texas and New Mexico; and the Ashley Valley field in Uintah County, Utah. The
average net production from the divested property interests was 0.4 MBOE/d as of the effective dates of
disposition, and we recognized a pre-tax gain on sale of $12.1 million related to these property sales.

Business Strategy

Our goal is to generate meaningful growth in both production and free cash flow by investing in oil
and gas projects with attractive rates of return on capital cmployed. To date, we have achieved this goal
largely through the acquisition of additional reserves as well as continued ficld development in our core
areas. Based on the extensive property base we have built, we now have several economically attractive
opportunities to exploit and develop within our oil and gas properties and several opportunities to explore our
acreage positions for production growth and additional proved reserves. Specifically, we have focused, and
plan to continue to focus, on the following:

Pursuing High-Return Organic Reserve Additions. The development of large “resource plays” such
as our Williston Basin and Piceance Basin projects has become one of our central objectives. We have
assemnbled 118,348 gross (83,033 net) acres on the eastern side of the Williston Basin in North Dakota in an
active oil exploration play at our Robinson Lake prospect area, where the Middle Bakken reservoir is oil
productive. With the acquisition of Equity Oil Company in 2004, we acquired mineral interests and federal
oil and gas leases in the Piceance Basin of Colorado, where we have found the Iles and Williams Fork
reservoirs to be gas productive at our Boies Ranch prospect area and the Williams Fork reservoir to be gas
productive at our Jimmy Gulch prospect area. OQur initial drilling results in both projects have been
encouraging. We have drilled five wells in our Robinson Lake acreage, which could support up to 90
locattons on 1,280-acre spacing. In the Piceance zcreage, we have completed three wells and have identified
110 drilling locations based on 20-acre spacing.

Developing and Exploiting Existing Properties. Our existing property base and our acquisitions over
the past three years have provided us with numerous low-risk opportunities for exploitation and development
drilling. As of December 31, 2007, we have identified a drilling inventory of over 1,900 gross wells that we
believe will add substantial production over the next five years. Our dritling inventory consists largely of the
development of our non-proved reserves on which we have spent significant time evaluating the costs and
expected results. Additionally, we have several opportunities to apply and expand enhanced recovery
techniques that we expect will increase proved reserves and extend the productive lives of our mature fields.
In 2005, we acquired two large oil fields, the Postle field, located in the Oklahoma Panhandle, and the North
Ward Estes field, located in the Permian Basin of West Texas. We anticipate significant production
increases in these fields over the next five years through the use of secondary and tertiary recovery
techniques. In these fields, we are actively injecting water and CO; and executing extensive re-development,
drilling and completion operations, as well as enhznced gas handling and treating capability.

Growing Through Accretive Acquisitions, From 2004 to 2007, we completed 13 acquisitions of
producing properties totaling 208.4 MMBOE of estimated total proved reserves, as of the respective
acquisition effective dates. Our experienced team of management, engineering and geoscience professionals
has developed and refined an acquisition program designed to increase reserves and complement our existing
properties, including identifying and evaluating acquisition opportunities, negotiating and closing purchases
and managing acquired properties. We intend to selectively acquire properties complementary to our core
operating areas.



Disciplined Financial Approach. Qur goal is to remain financially strong, yet flexible, through the
prudent management of our balance sheet and active management of commodity price volatility. We have
historically funded our acquisitions and growth activity through a combination of equity and debt issuances,
bank borrowings and internally generated cash flow, as appropriate, to maintain our strong financial position.
We are also evaluating the sale of non-core properties. We expect to use the net proceeds from the asset
sales to repay debt under our credit agreement. To support cash flow generation on our existing properties
and help ensure expected cash flows from acquired properties, we periodically enter into derivative contracts.
Typically, we use costless collars to provide an attractive base commodity price level, while maintaining the
ability to benefit from improvements in commodity prices.

Competitive Strengths

We believe that our key competitive strengths lie in our balanced asset portfolio, our experienced
management and technical team and our commitment to effective application of new technologies.

Balanced, Long-Lived Asset Base. As of Deceraber 31, 2007, we had interests in 8,458 gross
(3,565 net) productive wells across 934,723 gross (481,647 net) developed acres in our five core
geographical areas, We believe this geographic mix of properties and organic drilling opportunities,
combined with our continuing business strategy of acquiring and exploiting properties in these areas,
presents us with multiple opportunities in executing our strategy because we are not dependent on any
particular producing regions or geological formations. As a result of our acquisitions of the Postle and North
Ward Estes properties in 2005, we have enhanced the production stability and reserve life of our developed
reserves.  Additionally, these properties contain identified growth opportunities that we cxpect will
significantly increase production.

Experienced Management Team. Our management team averages 25 years of experience in the oil
and gas industry. Our personnel have extensive experience in each of our core geographical arcas and in all
of our operational disciplines. In addition, each of our acquisition professionals has at least 26 years of
experience in the evaluation, acquisition and operational assimilation of oil and gas properties.

Commitment to Technology. In each of our core operating areas, we have accumulated detailed
geologic and geophysical knowledge and have developed significant technical and operational expertise. In
recent years, we have developed considerable expertise in conventional and 3-D seismic imaging and
interpretation. Qur technical team has access to approximately 5,694 square miles of 3-D seismic data,
digital well logs and other subsurface information. This data is analyzed with advanced geophysical and
geological computer resources dedicated to the accurate and efficient characterization of the subsurface oil
and gas reservoirs that comprise our asset base.

In addition, our mformation systems enable us to update our production databases through daily
uploads from hand held computers in the field. With the acquisition of the Postle and North Ward Estes
properties, we have assembled a team of 14 professionals averaging over 26 years of expertise in managing
CO; floods. This provides us with the ability to pursue other CO; flood targets and employ this technology
to add reserves to our portfolio. This commitment to technology has increased the productivity and
efficiency of our field operations and development activities.




Proved Reserves

Our estimated proved reserves as of Decemnber 31, 2007 are summarized in the table below.

Future Capital
Qil Natural Gas Total % of Total Expenditures
(MMbbl) {Bcf) {(MMBOE) Proved {In millions)
Permian Basin:
PDP ..o 30.7 41.7 376 33%
PDNP e 21.2 8.5 22.6 20%
| 0] 0 2 48.8 25.8 53.2 47%
Total Proved ... 100.7 76.0 113.4 100% $§ 7040
Rocky Mountains:
PDP o 349 68.6 46.4 75%
PDNP . 1.3 15.5 39 6%
PUD .o 6.0 328 H4 19%
Total Proved................. 42.2 116.9 61.7 100% 3 160.6
Mid-Continent:
PDP e 274 239 314 61%
PDNP .o 6.6 2.8 7.1 14%
PUD o, 12.0 3.9 12.6 25%
Total Proved................. 46.0 30.6 511 100% $ 264.7
Gulf Coast:
PDP 2.1 29.7 7.1 58%
PDNP 0.3 5.0 1.1 9%
PUD Lo, 1.1 17.8 4.1 33%
Total Proved .....cccouveueae 3.5 52.5 12.3 100% 5 4i.1
Michigan:
1.7 375 7.9 64%
1.1 38 1.7 14%
1.1 9.4 2.7 22%
3.9 50.7 12.3 100% $ 16.4
26.8 201.4 1304 52%
305 356 364 15%
PUD s 69.0 89.7 84.0 33%
Total Proved . 196.3 326.7 250.8 100% $ 1,1868

Marketing and Major Customers

We principally sell our oil and gas production to end users, marketers and other purchasers that have
access to nearby pipeline facilities. In areas where there is no practical access to pipelines, oil is trucked to
storage facilities. Our marketing of oil and gas caa be affected by factors beyond our control, the effects of
which cannot be accurately predicted. During 2007, sales to Plains Marketing LP and Valero Energy
Corporation accounted for 13% and 14%, respectively, of our total oil and natural gas sales. During 2006,
sales to Plains Marketing LP and Valero Energy Corporation accounted for 16% and 12%, respectively, of
our total oil and natural gas sales. During 2005, sales to Teppco Crude Oil LLC accounted for 10% of our
total oil and natural gas sales.




Title to Properties

Our properties are subject to customary royalty interests, liens under indebtedness, liens incident to
operating agreements, liens for current taxes and other burdens, including other mineral encumbrances and
restrictions. Qur credit agreement is also secured by a first tien on substantially all of our assets. We do not
believe that any of these burdens materially interfere with the use of our properties in the operation of our
business.

We believe that we have satisfactory title to or rights in all of our producing properties. As is
customary in the oil and gas industry, minimal investigation of title is made at the time of acquisition of
undeveloped properties. In most cases, we investigate title and obtain title opinions from counsel only when
we acquire producing properties or before commencement of drilling operations.

Competition

We operate in a highly competitive environment for acquiring properties, marketing oil and gas and
securing trained personnel. Many of our competitors possess and employ financial, technical and personnel
resources substantially greater than ours, which can be particularly important in the areas in which we
operate. Those companies may be able to pay more for productive oil and gas properties and exploratory
prospects and to evaluate, bid for and purchase a greater number of properties and prospects than our
financial or personnel resources permit. OQur ability to acquire additional prospects and to find and develop
reserves in the future will depend on our ability to evaluate and select suitable properties and to consummate
transactions in a highly competitive environment. Also, there is substantial competition for capital available
for investment in the oil and gas industry.

Regulation
Regulation of Transportation, Sale and Gathering of Natural Gas

The Federal Energy Regulatory Commission (“FERC™) regulates the transportation and sale for
resale of natural gas in interstate commerce pursuant to the Natural Gas Act of 1938 and the Natural Gas
Policy Act of 1978 and regulations issued under those Acts. In 1989, however, Congress enacted the Natural
Gas Wellhead Decontrol Act, which removed all remaining price and nonprice controls affecting wellhead
sales of natural gas, effective January 1, 1993. While sales by producers of natural gas and all sales of crude
oil, condensate and natural gas liquids can currently be made at uncontrolled market prices, in the future
Congress could reenact price controls or enact other legislation with detrimental impact on many aspects of
our business.

Our sales of natural gas are affected by the availability, terms and cost of transportation. The price
and terms of access to pipeline transportation are subject to extensive federal and state regulation. From
1985 to the present, several major regulatory changes have been implemented by Congress and the FERC
that affect the economics of natural gas production, transportation and sales. In addition, the FERC is
continually proposing and implementing new rules and regulations affecting those segments of the natural
gas industry that remain subject to the FERC's jurisdiction, most notably interstate natural gas transmission
companies. These initiatives may also affect the intrastate transportation of natural gas under certain
circumstances. The stated purpose of many of these regulatory changes is to promote competition among the
various sectors of the natural gas industry by making natural gas transportation more accessible to natural gas
buyers and sellers on an open and non-discriminatory basis.

FERC implements The Outer Continental Shelf Lands Act as to transportation and pipeline issues,
which requires that all pipelines operating on or across the outer continental shelf provide open access, non-
discriminatory transportation service. One of the FERC’s principal goals in carrying out this Act’s mandate
is to increase transparency in the market to provide producers and shippers on the outer continental shelf with
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greater assurance of open access services on pipelines located on the outer continental shelf and non-
discriminatory rates and conditions of service on such pipelines.

We cannot accurately predict whether the FERC’s actions will achieve the goal of increasing
competition in markets in which our natural gas is sold. In addition, many aspects of these regulatory
developments have not become final, but are still pending judicial and final FERC decisions. Regulations
implemented by the FERC in recent years could result in an increase in the cost of transportation service on
certain petroleum product pipelines. The natural gas industry historically has been very heavily regulated.
Therefore, we cannot provide any assurance that the less stringent regulatory approach recently established
by the FERC will continue. However, we do no: believe that any action taken will affect us in a way that
materially differs from the way it affects other natural gas producers.

Intrastate natural gas transportation is subject to regulation by state regulatory agencies. The basis
for intrastate regulation of natural gas transportation and the degree of regulatory oversight and scrutiny
given to intrastate natural gas pipeline rates and services varies from state to state. Insofar as such regulation
within a particular state will generally affect all intrastate natural gas shippers within the state on a
comparable basis, we believe that the regulation of similarly situated intrastate natural gas transportation in
any states in which we operate and ship natural gas on an intrastate basis will not affect our operations in any
way that is of material difference from those of our competitors.

A final rule was implemented by the U.3. Department of Transportation on March 15, 2006 that
defines and puts new safety requirements on gas gathering pipelines. We are screening all of our pipeline
systems to determine if the new rules apply. In addition, many state agencies have adopted these new federal
regulations. As the agencies continue to work on interpreting the definitions in the rule, we continue to
evaluate which pipelines may be subject to the new regulations. These new regulations may put some of our
gas gathering lines under the same level of scrutiay that transmission lines have seen in the past. The new
regulations impose additional costly regulatory recuirements on previously unregulated pipelines.

Regulation of Transportation of Oil

Sales of crude oil, condensate and natural gas liquids are not currently regulated and are made at
negotiated prices. Nevertheless, Congress could reenact price controls in the future.

Our sales of crude oil are affected by the availability, terms and cost of transportation. The
transportation of oil in common carrier pipelines is also subject to rate regulation. The FERC regulates
interstate oil pipeline transportation rates under the Interstate Commerce Act. In general, interstate oil
pipeline rates must be cost-based, although settlement rates agreed to by all shippers are permitted and
market-based rates may be permitted in certain circumstances. Effective January 1, 1995, the FERC
implemented regulations establishing an indexing system (based on inflation) for crude oil transportation
rates that allowed for an increase or decrease in the cost of transporting oil to the purchaser. A review of
these regulations by the FERC in 2000 was successfully challenged on appeal by an association of oil
pipelines. As a result, the FERC in February 2003 increased the index slightly, effective July 2001.
Intrastate oil pipeline transportation rates are subject to regulation by state regulatory commissions. The
basis for intrastate oil pipeline regulation, and the degree of regulatory oversight and scrutiny given to
intrastate oil pipeline rates, varies from state to state. Insofar as effective interstate and intrastate rates are
equally applicable to all comparable shippers, we believe that the regulation of oil transportation rates will
not affect our operations in any way that is of material difference from those of our competitors.

Further, interstate and intrastate common carrier oil pipelines must provide service on a non-
discriminatory basis. Under this open access standard, common carriers must offer service to all shippers
requesting service on the same terms and under the same rates. When oil pipelines operate at full capacity,
access is governed by prorationing provisions set forth in the pipelines’ published tariffs. Accordingly, we
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believe that access to oil pipeline transportation services generally will be available to us to the same extent
as 10 our competitors.

Regulation of Production

The production of oil and gas is subject to regulation under a wide range of local, state and federal
statutes, rules, orders and regulations. Federal, state and local statutes and regulations require permits for
drilling operations, drilling bonds and reports concerning operations. All of the states in which we own and
operate properties have regulations governing conservation matters, including provisions for the unitization
or pooling of oil and gas properties, the establishment of maximum allowable rates of production from oil
and gas wells, the regulation of well spacing, and plugging and abandonment of wells. The effect of these
regulations is to limit the amount of oil and gas that we can produce from our wells and to limit the number
of wells or the locations at which we can drill, although we can apply for exceptions to such regulations or to
have reductions in well spacing. Moreover, cach state generally imposes a production or severance tax with
respect to the production and sale of oil, gas and natural gas liquids within its jurisdiction,

Some of our offshore operations are conducted on federal leases that are administered by Minerals
Management Service, or MMS, and are required to comply with the regulations and orders issued by MMS
under the Quter Continental Shelf Lands Act. Among other things, we are required to obtain prior MMS
approval for any exploration plans we pursue and our development and production plans for these leases.
MMS regulations also establish construction requirements for production facilities located on our federal
offshore leases and govern the plugging and abandonment of wells and the removal of production facilities
from these leases. Under limited circumstances, MMS could require us to suspend or terminate our
operations on a federal lease.

MMS also establishes the basis for royalty payments due under federal oil and gas leases through
regulations issued under applicable statutory authority. State regulatory authorities establish similar
standards for royalty payments due under state oil and gas leases. The basis for royalty payments established
by MMS and the state regulatory authorities is generally applicable to all federal and state oil and gas lessees.
Accordingly, we believe that the impact of royalty regulation on our operations should generally be the same
as the impact on our competitors.

The failure to comply with these rules and regulations can result in substantial penalties. Our
competitors in the oil and gas industry are subject to the same regulatory requirements and restrictions that
affect our operations.

Environmental Regulations

General. Our oil and gas exploration, development and production operations are subject to
stringent federal, state and local laws and regulations governing the discharge of materials into the
environment or otherwise relating to environmental protection. Numerous governmental agencices, such as
the U.S. Environmental Protection Agency (the “EPA”) issue regulations to implement and enforce such
laws, which often require difficult and costly compliance measures that carry substantial administrative, civil
and criminal penalties or that may result in injunctive relief for failure to comply. These laws and
regulations may require the acquisition of a permit before drilling or facility construction commences, restrict
the types, quantities and concentrations of various materials that can be released into the environment in
connection with drilling and production activities, limit or prohibit project siting, construction, or drilling
activities on certain lands laying within wilderness, wetlands, ecologically sensitive and other protected
areas, require remedial action to prevent pollution from former operations, such as plugging abandoned wells
or closing pits, and impose substantial liabilities for pollution resulting from our operations. The EPA and
analogous state agencies may delay or refuse the issuance of required permits or otherwise include onerous
or limiting permit conditions that may have a significant adverse impact on our ability to conduct operations.
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The regulatory burden on the oil and gas industry increases the cost of doing business and consequently
affects its profitability.

Changes in environmental laws and regulations occur frequently, and any changes that result in more
stringent and costly material handling, storage, transport, disposal or cleanup requirements could materially
and adversely affect our operations and financial position, as well as those of the oil and gas industry in
general., While we believe that we are in substantial compliance with current applicable environmental laws
and regulations and have not experienced any material adverse effect from compliance with these
environmental requirements, there is no assurance that this trend will continue in the future.

The environmental laws and regulations which have the most significant impact on the oil and gas
exploration and production industry are as follows:

Superfund. The Comprehensive Environmental Response, Compensation and Liability Act of 1980,
also known as “CERCLA” or “Superfund,” and comparable state laws impose liability, without regard 1o
fault or the legality of the original conduct, on certain classes of persons that contributed to the release of a
“hazardous substance” into the environment. These persons include the “owner” or “operator” of a disposal
site or sites where a release occurred and entitics that disposed or arranged for the disposal of the hazardous
substances found at the site. Under CERCLA, such persons may be subject to strict, joint and several
liability for the costs of cleaning up the hazardous substances that have been released into the environment,
for damages to natural resources and for the costs of certain health studies, and it 1s not uncommon for
neighboring landowners and other third partics to file claims for personal injury and property damage
allegedly caused by the hazardous substances relzased into the environment. In the course of our ordinary
operations, we may generate material that may fall within CERCLA’s definition of a “hazardous substance.”
Consequently, we may be jointly and severally lizble under CERCLA or comparable state statutes for all or
part of the costs required to clean up sites at which these materials have been disposed or released.

We currently own or lease, and in the past have owned or ieased, properties that for many years have
been used for the exploration and production of il and gas. Although we and our predecessors have used
operating and disposal practices that were standard in the industry at the time, hydrocarbons or other
materials may have been disposed or released on, under, or from the properties owned or leased by us or on,
under, or from other locations where these hydiocarbons and materials have been taken for disposal. In
addition, many of these owned and leased properties have been operated by third parties whose management
and disposal of hydrocarbons and materials werz not under our control. Similarly, the disposal facilities
where discarded materials are sent are also often operated by third parties whose waste treatment and
disposal practices may not be adequate. While we only use what we consider to be reputable disposal
facilities, we might not know of a potential problem if the disposal occurred before we acquired the property
or business, if the problem itself is not discovered until years later. Our properties, adjacent affected
properties, the disposal sites, and the material itself may be subject to CERCLA and analogous state laws.
Under these laws, we could be required:

. to remove or remediate previously disposed materials, including materials disposed or
released by prior owners or operators or other third parties;

. to clean up contaminated property, including contaminated groundwater; or

. to perform remedial operations to prevent future contamination, including the plugging and

abandonment of wells drilled and left inactive by prior owners and operators,

At this time, we do not believe that w2 are a potentially responsible party with respect to any
Superfund site and we have not been notified of any claim, liability or damages under CERCLA.
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Qil Pollution Act. The Oil Pollution Act of 1990, also known as “OPA,” and regulations issued
under OPA impose strict, joint and several liability on “responsible parties” for damages resulting from oil
spills into or upon navigable waters, adjoining shorelines or in the exclusive economic zone of the United
States. A “responsible party” includes the owner or operator of an onshore facility and the lessee or
permittee of the area in which an offshore facility is located. The OPA establishes a liability limit for
onshore facilities of $350.0 million, while the liability limit for offshore facilities is the payment of all
removal costs plus up to $75.0 million in other damages, but these limits may not apply if a spill is caused by
a party’s gross negligence or willful misconduct, the spill resulted from violation of a federal safety,
construction or operating regulation, or if a party fails to report a spill or to cooperate fully in a cleanup. The
OPA also requires the lessee or permittee of the offshore area in which a covered offshore facility is located
to establish and maintain evidence of financial responsibility in the amount of $35.0 million {$10.0 million if
the offshore facility is located landward of the seaward boundary of a state) to cover liabilities related to an
oil spill for which such person is statutorily responsible. The amount of financial responsibility required
under OPA may be increased up to $150.0 million, depending on the risk represented by the guantity or
quality of oil that is handled by the facility. Any failure to comply with OPA’s requirements or inadequate
cooperation during a spill response action may subject a responsible party to administrative, civil or criminal
enforcement actions. We believe we are in compliance with all applicable OPA financial responsibility
obligations. Moreover, we are not aware of any action or event that would subject us to liability under OPA,
and we believe that compliance with OPA’s financial responsibility and other operating requirements will
not have a material adverse effect on us.

Resource Conservation Recovery Act. The Resource Conservation and Recovery Act, also known as
“RCRA,” is the principal federal statute governing the treatment, storage and disposal of hazardous wastes.
RCRA imposes stringent operating requirements, and liability for failure to meet such requirements, on a
person who is either a “generator” or “transporter” of hazardous waste or an “owner” or “operator” of a
hazardous waste treatment, storage or disposal facility. RCRA and many state counterparts specifically
exclude from the definition of hazardous waste “drilling fluids, produced waters, and other wastes associated
with the exploration, development, or production of crude oil, natural gas or geothermal energy” and thus we
are not required to comply with a substantial portion of RCRA’s requirements because our operations
generate minimal quantities of hazardous wastes. However, these wastes may be regulated by EPA or state
agencies as solid waste. In addition, ordinary industrial wastes, such as paint wastes, waste solvents,
laboratory wastes, and waste compressor oils, may be regulated as hazardous waste. Although we do not
believe the current costs of managing our materials constituting wastes as they are presently classified to be
significant, any repeal or modification of the oil and gas exploration and production exemption by
administrative, legislative or judicial process, or modification of similar exemptions in analogous state
statutes, would increase the volume of hazardous waste we are required to manage and dispose of and would
cause us, as well as our competitors, to incur increased operating expenses.

Clean Water Act. The Federal Water Pollution Control Act of 1972, or the Clean Water Act (the
“CWA”), imposes restrictions and controls on the discharge of produced waters and other pollutants into
navigable waters. Permits must be obtained to discharge pollutants into state and federal waters and to
conduct construction activities in waters and wetlands. The CWA and certain state regulations prohibit the
discharge of produced water, sand, drilling fluids, drill cuttings, sediment and certain other substances related
to the oil and gas industry into certain coastal and offshore waters without an individual or general National
Pollutant Discharge Elimination System discharge permit.

Historically, the EPA had regulations under the authority of the CWA that required certain oil and
gas exploration and production projects to obtain permits for construction projects with storm water
discharges. However, the Energy Policy Act of 2005 nullified most of the EPA regulations that required
permitting of oil and gas construction projects. There are still some States that regulate the discharge of
storm water from oil and gas construction projects. Costs may be associated with the treatment of
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wastewater and/or developing and implementing storm water pollution prevention plans. The Clean Water
Act and comparable state statutes provide for civil, criminal and administrative penalties for unauthorized
discharges of oil and other pollutants and impose liability on parties responsible for those discharges for the
costs of cleaning up any environmental damage caused by the release and for natural resource damages
resulting from the release. In Section 40 CFR 112 of the regulations, the EPA promulgated the Spill
Prevention, Control, and Countermeasure, or SPCC, regulations, which require certain oil containing
facilities to prepare plans and meet construction and operating standards. The SPCC regulations were
revised in 2002 and will require the amendment of SPCC plans and the modification of spill control devices
at many facilities. The due date for having plans completed and control devices in place was extended on
December 12, 2005 with the new compliance date being October 31, 2007. On May 16, 2007 the EPA
extended the compliance dates until July 1, 2009 for both completion and implementation of the plan. The
extension will allow time for the EPA to complete additional rule amendments and guidance documents. On
October 15, 2007 the EPA proposed amendments 10 the 2002 SPCC rule to provide increased clarity, to tailor
requirements to particular industry scctors, and to streamline certain requirements for a facility owner or
operator subject to the rule. The EPA expects te finalize this proposed rule by the summer of 2008. We
believe that our operations comply in all material respects with the requirements of the Clean Water Act and
state statutes enacted to control water pollution and that any amendment and subsequent implementation of
our SPCC plans will be performed in a timely manner and not have a significant impact on our operations.

Clean Air Act. The Clean Air Act resiricts the emission of air pollutants from many sources,
including oil and gas operations. New facilities may be required to obtain permits before work can begin,
and existing facilities may be required to obtain additional permits and incur capital costs in order to remain
in compliance. More stringent regulations governing emissions of toxic air pollutants are being developed
by the EPA, and may increase the costs of compliance for some facilities. We believe that we are in
substantial compliance with all applicable air emissions regulations and that we hold or have applied for all
permits necessary to our operations.

Global Warming and Climate Control. Recent scientific studies have suggested that emissions of
certain gases, commonly referred to as “greenhouse gases” and including carbon dioxide and methane, may
be contributing to warming of the Earth’s atmosphere. [In response o such studies, the U.S. Congress is
actively considering legislation to reduce emissions of greenhouse gases. In addition, at teast |7 states have
already taken legal measures to reduce emissions of greenhouse gases, primarily through the planned
development of greenhouse gas emission inventories and/or regional greenhouse gas cap and trade programs.
Also, as a result of the U.S. Supreme Court’s decision on April 2, 2007 in Massachusetts, et al. v. EPA, the
EPA may be required to regulate greenhouse gas c¢missions from mobile sources (e.g., cars and trucks) even
if Congress does not adopt new legislation specifically addressing emissions of greenhouse gases. The
Court’s holding in Massachusetts that greenhouse gases fall under the federal Clean Air Act’s definition of
“air pollutant” may also result in future regulation of greenhouse gas emissions from stationary sources under
certain Clean Air Act programs. New legislation or regulatory programs that restrict emissions of
greenhouse gases in areas where we operate could adversely affect demand for oil and gas products that, in
turn, could have a significant impact on our operations.

Consideration of Environmental Issues in Connection with Governmental Approvals. Our operations
frequently require licenses, permits and/or other governmental approvals. Several federal statutes, including
the Outer Continental Shelf Lands Act, the National Environmental Policy Act, and the Coastal Zone
Management Act require federal agencics to evaluate environmental issues in connection with granting such
approvals and/or taking other major agency actions. The Outer Continental Shetf Lands Act, for instance,
requires the U.S. Department of Interior to evaluare whether certain proposed activities would cause serious
harm or damage to the marine, coastal or human environment. Similarly, the National Environmental Policy
Act requires the Department of Interior and other federal agencies to evaluate major agency actions having
the potential to significantly impact the environment. In the course of such evaluations, an agency would
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have to prepare an environmental assessment and, potentially, an environmental impact statement. The
Coastal Zone Management Act, on the other hand, aids states in developing a coastal management program
to protect the coastal environment from growing demands associated with various uses, including offshore
oil and gas development. In obtaining various approvals from the Department of Interior, we must certify
that we will conduct our activities in a manner consistent with these regulations.

Employees

As of December 31, 2007, we had 412 full-time employees, including 29 senior level geoscientists
and 38 petroleum engineers. Qur employees are not represented by any labor unions. We consider our
relations with our employees to be satisfactory, and have never experienced a work stoppage or strike.

Available Information

We maintain a website at the address www.whiting.com. We are not including the information
contained on our website as part of, or incorporating it by reference into, this report. We make available free
of charge (other than an investor’s own Internet access charges) through our website our Annual Report on
Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and amendments to these
reports, as soon as reasonably practicable after we electronically file such material with, or furnish such
material to, the Securities and Exchange Commission.

Item 1A. Risk Factors

Each of the risks described below should be carefully considered, together with all of the other
information contained in this Annual Report on Form 10-K, before making an investment decision with
respect to our securities. If any of the following risks develop into actual events, our business, financial
condition or results of operations could be materially and adversely affected and you may lose alil or part of
your investment.

A substantial or extended decline in oil and gas prices may adversely affect our business, financial
condition, results of operations or cash flows.

The price we receive for our oil and gas production heavily influences our revenue, profitability,
access to capital and future rate of growth. Crude oil and natural gas are commodities, and therefore, their
prices are subject to wide fluctuations in response to relatively minor changes in supply and demand.
Historically, the markets for oil and gas have been volatile. These markets will likely continue to be volatile
in the future. The prices we reccive for our production and the levels of our production depend on numerous
factors beyond our control. These factors include, but are not limited to, the following:

» changes in global supply and demand for oil and gas;

+ the actions of the Organization of Petroleum Exporting Countrics;

» the price and quantity of imports of foreign oil and gas;

* political and economic conditions, including embargoes, in oil-producing countries or affecting
other oil-producing activity;

+ the level of global oil and gas exploration and production activity;

+ the level of global oil and gas inventories;

= weather conditions;

= technological advances affecting energy consuraption;

+ domestic and foreign governmental regulations;

» proximity and capacity of eil and gas pipelines and other transportation facilities;
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» the price and availability of competitors” supplies of oil and gas in captive market areas; and
» the price and availability of alternative fuels.

Lower oil and gas prices may not only decrease our revenues on a per unit basis but also may reduce
the amount of oif and gas that we can produce economically. A substantial or extended decline in oil or gas
prices may materially and adversely affect our future business, financial condition, results of operations,
liquidity or ability to finance planned capital expenditures. Lower oil and gas prices may also reduce the
amount of our borrowing base under our credit agreement, which is determined at the discretion of the
lenders based on the collateral value of our proved reserves that have been mortgaged to the lenders.

Drilling for and producing oil and gas are high risk activities with many uncertainties that could adversely
affect our business, financial condition or results of operations.

Our future success will depend on the success of our development, exploitation, production and
exploration activities. Qur oil and gas exploration and production activities are subject to numerous risks
beyond our control, including the risk that drilling will not result in commercially viable oil or gas
production. Our decisions to purchase, explore, develop or otherwise exploit prospects or properties will
depend in part on the evaluation of data obtained through geophysical and geological analyses, production
data and engineering studies, the results of which are often inconclusive or subject to varying interpretations.
Please read *‘— Rescrve estimates depend on many assumptions that may turn out to be inaccurate . . .” later
in this Item for a discussion of the uncertainty involved in these processes. Our cost of drilling, completing
and operating wells is often uncertain before drilling commences. Overruns in budgeted expenditures are
common risks that can make a particular project uneconomical. Further, many factors may curtail, delay or
cancel drilling, including the following:

« delays imposed by or resulting from compliance with regulatory requirements;

+ pressure or irrcgularities in geological formations;

» shortages of or delays in obtaining equipment, including dritling rigs, CO; and qualified
personnel;

« equipment failures or accidents;

» adverse weather conditions, such as hurricanes and storms;
» reductions in oil and gas prices; and

+ title problems.

Prospects that we decide to drill may not yield oil or gas in commercially viable quantities.

We describe some of our current prospects and our plans to explore those prospects in this Annual
Report on Form 10-K. A prospect is a property cn which we have identified what our geoscientists believe,
based on available seisimic and geological information, to be indications of oil or gas. Our prospects are in
various stages of evaluation, ranging from a prospect which is ready to drill to a prospect that will require
substantial additional seismic data processing and interpretation. There is no way to predict in advance of
drilling and testing whether any particular prospzct will yield oil or gas in sufficient quantities to recover
drilling or completion costs or to be economically viable. The use of seismic data and other technologies and
the study of producing fields in the same area will not enable us to know conclusively prior to drilling
whether oil or gas will be present or, if present, vhether oil or gas will be present in commercial quantities.
The analogies we draw from available data from other wells, more fully explored prospects or producing
fields may not be applicable to our drilling prospects. We may terminate our drilling program for a prospect
if results do not merit further investment.




Our identified drilling locations are scheduled out over several years, making them susceptible to
uncertainties that could materially alter the occurrence or timing of their drilling,

We have specifically identified and scheduled dritling locations as an estimation of our future multi-
year drilling activities on our existing acreage. As of December 31, 2007, we had identified and scheduled
over 1,900 gross drilling locations. These scheduled drilling locations represent a significant part of our
growth strategy. Our ability to drill and develop these locations depends on a number of uncertainties,
including oil and natural gas prices, the availability of capital, costs of oil field goods and services, drilling
results, regulatory approvals and other factors. Because of these uncertainties, we do not know if the
numerous potential drilling locations we have identified will ever be drilled or if we will be able to produce
oil or natural gas from these or any other potential drilling locations. As such, our actual drilling activities
may materially differ from those presently identified, which couid adversely affect our business.

We have been an early entrant into new or emerging plays; as a result, our drilling results in these areas
are uncertain, and the value of our undeveloped acreage will decline if drilling results are unsuccessful.

While our costs to acquire undeveloped acreage in new or emerging plays have generally been less
than those of later entrants into a developing play, our drilling results in these areas are more uncertain than
drilling results in areas that are developed and producing. Since new or emerging plays have limited or no
production history, we are unable to use past drilling results in those areas to help predict our future drilling
results. Therefore, our cost of drilling, completing and operating wells in these areas may be higher than
initially expected, and the value of our undeveloped acreage will decline if drilling results are unsuccessful.

Our use of enhanced recovery methods creates uncertainties that could adversely affect our results of
operations and financial condition.

One of our business strategies is to commercially develop oil reservoirs using enhanced recovery
technologies. For example, we inject water and CO ; into formations on some of our properties to increase
the production of oil and natural gas. The additional production and reserves attributable to the use of these
enhanced recovery methods are inherently difficult to predict. If our enhanced recovery programs do not
allow for the extraction of oil and natural gas in the manner or to the extent that we anticipate, our future
results of operations and financial condition could be materially adversely affected. Additionally, our ability
to utilize CO, as an enhanced recovery technique is subject to our ability to obtain sufficient quantities of
CO;. Our CO; contracts permit the suppliers to reduce the amount of CO, they provide to us in certain
circumstances. If this occurs, we may not have sufficient CO; to produce oil and natural gas in the manner or
to the extent that we anticipate. These contracts are also structured as “take-or-pay” arrangements, which
require us to continue to make payments even if we decide to terminate or reduce our use of CQ; as part of
our enhanced recovery techniques.

Our acquisition activities may not be successful.

As part of our growth strategy, we have made and may continue to make acquisitions of businesses
and properties. However, suitable acquisition candidates may not continue to be available on terms and
conditions we find acceptable, and acquisitions pose substantial risks to our business, financial condition and
results of operations. In pursuing acquisitions, we compete with other companies, many of which have
greater financial and other resources to acquire attractive companies and properties. The following are some
of the risks associated with acquisitions, including any completed or future acquisitions:

» some of the acquired businesses or properties may not produce revenues, reserves,
earnings or cash flow at anticipated levels;

* we may assume liabilities that were not disclosed to us or that exceed our estimates;
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* we may be unable (o integrate acquired businesses successfully and realize anticipated
economic, operational and other benefits in a timely manner, which could result in
substantial costs and delays or other operational, technical or financial problems;

+ acquisitions could disrupt our ongoing business, distract management, divert resources
and make it difficult to maintain our current business standards, controls and
procedures; and

+ we may issue additional debt securities or equity related to future acquisitions.

The development of the proved undeveloped reserves in the North Ward Estes and Postle fields may take
longer and may require higher levels of capital expenditures than we currently anticipate.

As of December 31, 2007, undeveloped reserves comprised 56% of the North Ward Estes field’s
total estimated proved reserves and 27% of Postle field’s estimated total proved reserves. To fully develop
these reserves, we expect to incur total future development costs of $625.2 million at the North Ward Estes
field and $258.7 million at the Postle field. During 2007 and 2006, the estimated future capital expenditures
necessary to develop the proved reserves at the North Ward Estes field and Postle field increased
substantially. The increases were due to several factors, including equipment and service cost inflation,
higher CO, unit costs and volumes, higher costs associated with the expanded scope of previously identified
projects, as well as new projects identified during 2006. Together, these fields encompass 75% of our
estimated total future development costs related to proved reserves. Development of these reserves may take
longer and require higher levels of capital expenditures than we currently anticipate. In addition, the
development of these reserves will require the use of enhanced recovery techniques, including water flood
and CO, injection installations, the success of which is less predictable than traditional development
techniques. Therefore, ultimate recoveries from these fields may not match current expectations.

Substantial acquisitions or other transactions could require significant external capital and could change
our risk and property profile.

In order to finance acquisitions of additional producing properties, we may need to alter or increase
our capitalization substantially through the issuance of debt or equity securities, the sale of production
payments or other means. These changes in capitalization may significantly affect our risk profile.
Additionally, significant acquisitions or other transactions can change the character of our operations and
business. The character of the new properties may be substantially different in operating or geological
characteristics or geographic location than our =xisting propertics. Furthermore, we may not be able to
obtain external funding for future acquisitions or other transactions or to obtain external funding on terms
acceptable to us.

Properties that we acquire may not produce as projected, and we may be unable to identify liabilities
associated with the properties or obtain protection from sellers against them.

Qur business strategy includes a continuing acquisition program. From 2004 to 2007, we completed
13 separate acquisitions of producing properties with a combined purchase price of $1,474.8 million for
estimated proved reserves as of the effective dates of the acquisitions of 208.4 MMBOE. The successful
acquisition of producing properties requires assessments of many factors, which are inherently inexact and
may be inaccurate, including the following:

* the amount of recoverable reserves;

» future oil and gas prices;

+ estimates of operating costs;

+ estimates of future development costs;




* timing of future development costs;
+ estimates of the costs and timing of plugging and abandonment; and
* potential environmental and other liabilities.

Our assessment will not reveal all existing or potential problems, nor will it permit us to become
familiar enough with the properties to assess fully their capabilities and deficiencies. In the course of our due
diligence, we may not inspect every well, platform or pipeline. Inspections may not reveal structural and
environmental problems, such as pipeline corrosion or groundwater contamination, when they are made. We
may not be able to obtain contractual indemnities from the seller for liabilities that it created. We may be
required to assume the risk of the physical condition of the properties in addition to the risk that the
properties may not perform in accordance with our expectations.

If oil and gas prices decrease, we may be required to take write-downs of the carrying values of our oil
and gas properties.

Accounting rules require that we review periodically the carrying value of our oil and gas properties
for possible impairment. Based on specific market factors and circumstances at the time of prospective
impairment reviews, and the continuing evaluation of development plans, production data, economics and
other factors, we may be required to write down the carrying value of our oil and gas properties. A write-
down constitutes a non-cash charge to eamings. We may incur impairment charges in the future, which
could have a material adverse effect on our results of operations in the period taken.

Our debt level and the covenants in the agreements governing our debt could negatively impact our
[financial condition, results of operations, cash flows and business prospects.

As of December 31, 2007, we had $250.0 million in outstanding indebtedness under Whiting Qil and
Gas Corporation’s (“Whiting Oil and Gas™) credit agreement with $650.0 million of available borrowing
capacity, as well as $620.0 million of senior subordinated notes outstanding. We are permitted to incur
additional indebtedness, provided we meet certain requirements in the indentures governing our senior
subordinated notes and Whiting Oil and Gas’ credit agreement.

Our level of indebtedness and the covenants contained in the agreements governing our debt could
have important consequences for our operations, including:

* requiring us to dedicate a substantial portion of our cash flow from operations to
required payments on debt, thereby reducing the availability of cash flow for working
capital, capital expenditures and other general business activities;,

* limiting our ability to obtain additional financing in the future for working capital,
capital expenditures, acquisitions and general corporate and other activities;

+ limiting our flexibility in planning for, or reacting to, changes in our business and the
industry in which we operate;

* placing us at a competitive disadvantage relative to other less leveraged
competitors; and

+ making us vulnerable to increases in interest rates, because debt under Whiting Oil and
Gas’ credit agreement may be at variable rates.

We may be required to repay all or a portion of our debt on an accelerated basis in certain
circumstances. If we fail to comply with the covenants ard other restrictions in the agreements governing
our debt, it could lead to an event of default and the acceleration of our repayment of outstanding debt. Our
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ability to comply with these covenants and other 1estrictions may be affected by events beyond our control,
including prevailing economic and financial conditions. Moreover, the borrowing base limitation on Whiting
Oil and Gas’ credit agreement is periodically redetermined based on an evaluation of our reserves. Upon a
redetermination, if borrowings in excess of the revised borrowing capacity were outstanding, we could be
forced to repay a portion of our debt under the credit agreement.

We may not have sufficient funds to make: such repayments. If we are unable to repay our debt out
of cash on hand, we could attempt to refinance such debt, sell assets or repay such debt with the proceeds
from an equity offering. We may not be able to generate sufficient cash flow to pay the interest on our debt
or future borrowings, and equity financings or proceeds from the sale of assets may not be available to pay or
refinance such debt. The terms of our debt, including Whiting Oil and Gas’ credit agreement, may also
prohibit us from taking such actions, Factors that will affect our ability to raise cash through an offering of
our capital stock, a refinancing of our debt or a sale of assets include financial market conditions and our
market value and operating performance at the time of such offering or other financing. We may not be able
to successfully complete any such offering, refinancing or sale of assets.

The instruments governing our indebtedness contain various covenants limiting the discretion of our
management in operating our business.

The indentures governing our senior subordinated notes and Whiting Oil and Gas’ credit agreement
contain various restrictive covenants that may potentially limit our management’s discretion in certain
respects. In particular, these agreements will limit our and our subsidiaries’ ability to, among other things:

» pay dividends on, redeem or repurchase our capital stock or redeem or repurchase our
subordinated debt;

* make loans to others;

* make investments;

* incur additional indebtedness or issue preferred stock;

« create certain liens;

« sell assets;

* enter into agreements that restrict dividends or other payments from our restricted
subsidiaries to us;

+ consolidate, merge or transfer all or substantially all of the assets of us and our
restricted subsidiaries taken as a whole;

+ engage In transactions with affiliates;

+ enter into hedging contracts;

+ create unrestricted subsidiaries; and

* enter into sale and leaseback transactions.

In addition, Whiting Oil and Gas’ credit agreement also requires us to maintain a certain working
capital ratio and a certain debt to EBITDAX (as defined in the credit agreement) ratio.

If we fail to comply with the restrictions in the indentures governing our senior subordinated notes or
Whiting Oil and Gas’ credit agreement or any other subsequent financing agreements, a default may allow
the creditors, if the agreements so provide, to accelerate the related indebtedness as well as any other
indebtedness to which a cross-acceleration or cross-default provision applies. In addition, lenders may be
able to terminate any commitments they had made to make available further funds.
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Our exploration and development operations require substantial capital, and we may be unable to obtain
needed capital or financing on satisfactory terms, which could lead 1o a loss of properties and a decline in
our oil and gas reserves.

The oil and gas industry is capital intensive. We make and expect to continue to make substantial
capital expenditures in our business and operations for the exploration, development, production and
acquisition of oil and gas reserves. To date, we have financed capital expenditures primarily with bank
borrowings and cash generated by operations. We intend to finance our future capital expenditures with cash
flow from operations and our existing financing arrangements. Our cash flow from operations and access 1o
capital are subject to a number of variables, including:

»  our proved reserves;

» the level of oil and gas we are able to produce from existing wells;
+  the prices at which oil and gas are sold; and

«  our ability to acquire, locate and produce new reserves.

If our revenues or the borrowing base under our bank credit agreement decreases as a result of lower
oil and gas prices, operating difficulties, declines in reserves or for any other reason, then we may have
limited ability to obtain the capital necessary to sustain our operations at current levels. We may, from time
to time, need to seek additional financing. There can be no assurance as to the availability or terms of any
additional financing.

If additional capital is needed, we may not be able to obtain debt or equity financing on terms
favorable to us, or at all. If cash generated by operations or available under our revolving credit facility is
not sufficient to meet our capital requirements, the failure to obtain additional financing could result in a
curtailment of our operations relating to the exploration and development of our prospects, which in turn
could lead to a possible loss of properties and a decline in our oil and gas reserves.

Reserve estimates depend on many assumptions that may turn out to be inaccurate. Any material
inaccuracies in these reserve estimates or underlying assumptions will materially affect the quantities and
present value of our reserves.

The process of estimating oil and gas reserves is complex. [t requires interpretations of available
technical data and many assumptions, including assumptions relating to economic factors. Any significant
inaccuracies in these interpretations or assumptions could materially affect the estimated guantitics and
present value of reserves referred to in this report.

In order to prepare our estimates, we must preject production rates and timing of development
expenditures. We must also analyze available geological, geophysical, production and engineering data.
The extent, quality and reliability of this data can vary. The process also requires economic assumplions
about matters such as oil and gas prices, drilling and operating expenses, capital expenditures, taxes and
availability of funds. Therefore, estimates of oil and gas reserves are inherently imprecise.

Actual future production, oil and gas prices, revenues, taxes, exploration and development
expenditures, operating expenses and quantities of recoverable oil and gas reserves most likely will vary
from our estimates. Any significant variance could materially affect the estimated quantities and present
value of reserves referred to in this report. In addition, we may adjust estimates of proved reserves to reflect
production history, results of exploration and development, prevailing oil and gas prices and other factors,
many of which are beyond our control.
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It should not be assumed that the present value of future net revenues from our proved reserves, as
referred to in this report, is the current market value of our estimated oil and gas reserves. In accordance
with SEC requirements, we generally base the es:imated discounted future net cash flows from our proved
reserves on prices and costs on the date of the estimate. Actual future prices and costs may differ materially
from those used in the present value estimate. If natural gas prices decline by $0.10 per Mcf, then the
standardized measure of discounted future ner cash flows of our estimated proved reserves as of
December 31, 2007 would have decreased from $4,011.7 million to $4,002.2 million. If oil prices decline by
$1.00 per Bbl, then the standardized measure of discounted future net cash flows of our estimated proved
reserves as of December 31, 2007 would have decreased from $4,011.7 million to $3,959.8 million.

Seasonal weather conditions and lease stipulations adversely affect our ability to conduct drilling activities
in some of the areas where we operate.

Oil and gas operations in the Rocky Mountains are adversely affected by scasonal weather
conditions and lease stipulations designed to protect various wildlife. In certain areas drilling and other oil
and gas activities can only be conducted during the spring and summer months. This limits our ability to
operate in those areas and can intensify competition during those months for drilling rigs, oil field
equipment, services, supplics and qualified personnel, which may lead to periodic shortages. Resulting
shortages or high costs could delay our operations and materially increase our operating and capital costs.

The differential berween the NYMEX or other benchmark price of oil and natural gas and the wellhead
price we receive could have a material adverse effect on our results of operations, financial condition and
cash flows.

The prices that we receive for our oil and natural gas production sometimes trade at a discount to the
relevant benchmark prices, such as NYMEX, that are used for calculating hedge positions. The difference
between the benchmark price and the price we receive is called a differential. We cannot accurately predict
oil and natural gas differentials. Increases in the differential between the benchmark price for oil and natural
gas and the wellhead price we receive could have a material adverse effect on our resuits of operations,
financial condition and cash flows.

We may incur substuntial losses and be subject to substantial liability claims as a result of our oil and gas
aperations.

We are not insured against all risks. Losses and liabilities arising from uninsured and underinsured
events could materially and adversely affect our business, financial condition or results of operations. Our
oil and gas exploration and production activities are subject to all of the operating risks associated with
drilling for and producing oil and gas, including the possibility of:

* environmental hazards, such as uncontrollable flows of oil, gas, brine, well fluids, toxic
gas or other pollution into the environment, including groundwater and shoreline
contamination;

« abnormally pressured formations;

» mechanical difficulties, such as stuck oil field drilling and service tools and casing
collapse;

+ fires and explosions;

+ personal injuries and death; and

+ natural disasters,
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Any of these risks could adversely affect our ability to conduct operations or result in substantial
losses to our company. We may elect not 1o obtain insurance if we believe that the cost of available
insurance is excessive relative to the risks presented. In addition, pollution and environmental risks generally
are not fully insurable. If a significant accident or other event occurs and is not fully covered by insurance,
then it could adversely affect us.

We have limited control over activities on properties we do not operate, which could reduce our
production and revenues.

If we do not operate the properties in which we own an interest, we do not have control over normal
operating procedures, expenditures or future development of underlying properties. The failure of an
operator of our wells to adequately perform operations or an operator’s breach of the applicable agreements
could reduce our production and revenues. The success and timing of our drilling and development activities
on properties operated by others therefore depends upon a number of factors outside of our control, including
the operator’s timing and amount of capital expenditures, expertise and financial resources, inclusion of other
participants in drilling wells, and use of technology. Because we do not have a majority interest in most
wells we do not operate, we may not be in a position to remove the operator in the event of poor
performance.

Our use of 3-D seismic data is subject to interpretation and may not accurately identify the presence of oil
and gas, which could adversely affect the results of our drilling operations.

Even when properly used and interpreted, 3-D seismic data and visualization techniques are only
tools used to assist geoscientists in identifying subsurface structures and hydrocarbon indicators and do not
enable the interpreter to know whether hydrocarbons are, in fact, present in those structures. In addition, the
use of 3-D seismic and other advanced technologies requires greater predrilling expenditures than traditional
drilling strategies, and we could incur losses as a result of such expenditures. Thus, some of our drilling
activities may not be successful or economical, and our overall drilling success rate or our drilling success
rate for activities in a particular area could decline. We often gather 3-D seismic data over large areas. Our
interpretation of seismic data delineates for us those portions of an area that we believe are desirable for
drilling. Therefore, we may choose not to acquire option or lease rights prior to acquiring seismic data, and
in many cases, we may identify hydrocarbon indicators before seeking option or lease rights in the location.
If we are not able to lease those locations on acceptable terms, it would result in our having made substantial
expenditures to acquire and analyze 3-D seismic data without having an opportunity to attempt to benefit
from those expenditures.

Market conditions or operational impediments may hinder our access to oil and gas markets or delay our
production.

In connection with our continued development of oil and gas properties, we may be
disproportionately exposed to the impact of delays or interruptions of preduction from wells in these
properties, caused by transportation capacity constraints, curtailment of production or the interruption of
transporting oil and gas volumes produced. In addition, market conditions or a lack of satisfactory oil and
gas transportation arrangements may hinder our access to oil and gas markets or delay our production. The
availability of a ready market for our oil and gas production depends on a number of factors, including the
demand for and supply of oil and gas and the proximity of reserves to pipelines and terminal facilities. Our
ability to market our production depends substantially on the availability and capacity of gathering systems,
pipelines and processing facilities owned and operated by third-parties. Our failure to obtain such services
on acceptable terms could materially harm our business. We may be required to shut in wells for a lack of a
market or because access to natural gas pipelines, gathering systems or processing facilities may be limited
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or unavailable. If that were to occur, then we would be unable to realize revenue from those wells until
production arrangements were made to deliver the production to market.

We are subject to complex laws that can affect the cost, manner or feasibility of doing business.

Exploration, development, production and sale of oil and gas are subject to extensive federal, state,
local and international regulation. We may be required to make large expenditures to comply with
governmental regulations. Matters subject to regulation include:

+ discharge permits for drilling operations;
»  dnilling bonds;

= reports concerning operations;

* the spacing of wells;

* unitization and pooling of properties; and
*  taxation.

Under these laws, we could be liable for personal injuries, property damage and other damages.
Failure to comply with these laws also may result in the suspension or termination of our operations and
subject us to administrative, civil and criminal penalties. Moreover, these laws could change in ways that
could substantially increase our costs. Any such habilities, penalties, suspensions, terminations or regulatory
changes could materially adversely affect our financial condition and results of operations.

Our operations may incur substantial liabilities to comply with environmental laws and regulations.

Our oil and gas operations are subject to stringent federal, state and local laws and regulations
relating to the release or disposal of materials into the environment or otherwise relating to environmental
protection, These laws and regulations may require the acquisition of a permit before drilling commences;
restrict the types, quantities, and concentration of materials that can be released into the environment in
connection with drilling and production activities; limit or prohibit drilling activities on certain lands lying
within wilderness, wetlands, and other protected areas; and impose substantial liabilities for pollution
resulting from our opcrations. Failure to comply with these laws and regulations may result in the
assessment of administrative, civil, and criminal penalties, incurrence of investigatory or remedial
obligations, or the imposition of injunctive relief. Under these environmental laws and regulations, we could
be held strictly liable for the removal or remediation of previously released materials or property
contamination regardless of whether we were responsible for the release or if our operations were standard in
the industry at the time they were performed. Federal law and some state laws also allow the government to
place a lien on real property for costs incurred by the government to address contamination on the property.

Changes in environmental laws and regulations occur frequently, and any changes that result in
more stringent or costly material handling, storage, transport, disposal or cleanup requirements could require
us to make significant expenditures to maintain compliance and may otherwise have a material adverse effect
on our results of operations, competitive position, or financial condition as well as those of the oil and gas
industry in general. For instance, in response to studies suggesting that emissions of certain gases,
commonly referred to as greenhouse gases and including carbon dioxide and methane, may be contributing
to warming of the Earth’s atmosphere, the U.S. Congress is actively considering legislation, and more than a
dozen states have already taken legal measures to reduce emission of these gases, primarily through the
planned development of greenhouse gas emission inventories and/or regional greenhouse gas cap and trade
programs. Moreover, the U.S. Supreme Court only recently held in a case, Massachusetts, et al. v. EPA ,
that greenhouse gases fall within the federal Clean Air Act’s definition of “air pollutant,” which could result
in the regulation of greenhouse gas emissions from stationary sources under certain Clean Air Act programs.
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New legislation or regulatory programs that restrict emissions of greenhouse gases in areas in which we
conduct business could have an adverse affect on our operations and demand for our products.

Unless we replace our oil and gas reserves, our reseives and production will decline, which would
adversely affect our cash flows and results of operations.

Unless we conduct successful development, exploitation and exploration activities or acquire
properties containing proved reserves, our proved reserves will decline as those reserves are produced.
Producing oil and gas reservoirs generally are characterized by declining production rates that vary
depending upon reservoir characteristics and other factors. Our future oil and gas reserves and production,
and therefore our cash flow and income, are highly dependent on our success in efficiently developing and
exploiting our current reserves and economically finding or acquiring additional recoverable reserves. We
may not be able to develop, exploit, find or acquire additional reserves to replace our current and future
production.

The loss of senior management or technical personnel could adversely affect us.

To a large extent, we depend on the services of our senior management and technical personnel.
The loss of the services of our senior management or technical personnel, including James J. Volker, our
Chairman, President and Chief Executive Officer; James T. Brown, our Senior Vice President; Rick A. Ross,
our Vice President, Operations; Peter W. Hagist, our Vice President, Permian Operations; J. Douglas Lang,
our Vice President, Reservoir Engineering/Acquisitions; David M. Seery, our Vice President of Land;
Michael J. Stevens, our Vice President and Chief Financial Officer; or Mark R. Williams, our Vice President,
Exploration and Development, could have a material adverse effect on our operations. We do not maintain,
nor do we plan to obtain, any insurance against the loss of any of these individuals.

The unavailability or high cost of additional drilling rigs, equipment, supplies, personnel and oil field
services could adversely affect our ability to execute our exploration and development plans on a timely
basis or within our budget.

Shortages or the high cost of drilling rigs, equipment, supplies or personnel could delay or adversely
affect our exploration and development operations, which could have a material adverse effect on our
business, financial condition, results of operations or cash flows.

Competition in the oil and gas industry is intense, which inay adversely affect our ability to compete.

We operate in a highly competitive environment for acquiring properties, marketing oil and gas and
securing trained personnel. Many of our competitors possess and employ financial, technical and personnel
resources substantially greater than ours, which can be particularly important in the areas in which we
operate. Those companies may be able to pay more for productive oil and gas properties and exploratory
prospects and to evaluate, bid for and purchase a greater number of properties and prospects than our
financial or personnel resources permit. Our ability to acquire additional prospects and to find and develop
reserves in the future will depend on our ability to evaluate and select suitable properties and to consummate
transactions in a highly competitive environment. Also, there is substantial competition for available capital
for investment in the oil and gas industry. We may not be able to compete successfully in the future in
acquiring prospective reserves, developing reserves, marketing hydrocarbons, attracting and retaining quality
personnel and raising additional capital.
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Our use of oil and gas price hedging contracts involves credit risk and may limit future revenues from
price increases and result in significant fluctuations in our net income.

We enter into hedging transactions of our oil and gas production to reduce our exposure to
fluctuations in the price of oil and gas. Our hedging transactions to date have consisted of financially settled
crude oil and natural gas forward sales contracts, primarily costless collars, placed with major financial
institutions,  As of December 31, 2007, we had contracts maturing in 2008 covering the sale of
330,000 barrels of oil per month. As of December 31, 2007, we had no outstanding gas hedges, and all our
oil hedges expire by December 2008. See “Quantitative and Qualitative Disclosure about Market Risk™ for
pricing and a more detailed discussion of our hedging transactions.

We may in the future enter into these and other types of hedging arrangements to reduce our
exposure to fluctuations in the market prices of oil and gas. Hedging transactions expose us to risk of
financial loss in some circumstances, including if production is less than expected, the other party to the
contract defaults on its obligations or there is a change in the expected differential between the underlying
price in the hedging agreement and actual prices received. Hedging transactions may limit the benefit we
may otherwise receive from increases in the price for oil and gas. Furthermore, if we do not engage in
hedging transactions, then we may be more adversely affected by declines in oil and gas prices than our
competitors who engage in hedging transactions. Additionally, hedging transactions may expose us to cash
margin requirements.

Item 1B. Unresolved Staff Comments

None.

Item 2.  Properties
Summary of Oil and Gas Properties and Projects

Permian Basin Region

Our Permian Basin operations include assets in Texas and New Mexico. As of December 31, 2007,
the Permian Basin region contributed 113.4 MMBOE (89% oil) of estimated proved reserves to our portfolio
of operations, which represents 45% of our total estimated proved reserves and contributed 10.7 MBOE/d of
average daily production in December 2007. Approximately 96% of the proved reserves of our Permian
Basin operations are related to properties in Texas.

North Ward Estes. The North Ward Estes field includes six base leases with 100% working interest
in 58,000 gross and net acres in Ward and Winkler Counties, Texas. As of December 31, 2007, there were
approximately 1,024 producing wells and 349 injsction wells. The Yates Formation at 2,600 feet is the
primary producing zone with additional production from other zones including the Queen at 3,000 feet. We
also have the rights to deeper horizons under 34,140 gross acres in the North Ward Estes field. The North
Ward Estes properties produced at an estimated average net daily rate of 5.1 MBOE/d during the month of
December 2007. In the North Ward Estes field, the estimated proved reserves as of December 31, 2007 were
18% PDP, 26% PDNP and 56% PUD.

The North Ward Estes field was initially ceveloped in the 1930’s and full scale waterflooding was
initiated in 1955. A CO, enhanced recovery project was implemented in the core of the field in 1989, but
was terminated in 1996 after a successful top lease by a third party. We reinitiated water injection in 2006
and successfully re-pressured the pilot area. We initiated CO; injection into the pilot area on May 22, 2007.
In January 2008, we began expanding the CO; flood from the piiot area into additional sections in the Phase
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1 area. By the end of January 2008, we were injecting CO; at 120 MMcf/d, above the target rate of 100
MMcf/d of CO,. In the fourth quarter of 2006, we began construction of a gas plant to process and separate
the CO, from the produced gas. This plant is scheduled to start processing produced gas during the second
quarter of 2008.

We also have interests in certain other fields within the Permian Basin of Texas and New Mexico,
including 2,753 producing oil and gas wells.

Keystone South, Martin and Flying W Fields. We own a 100% working interest and operate these
three fields located on the Western edge of the Midland Basin. Production comes from the Clearfork
Formation, with additional production from the Wichita, Wolfcamp, Devomian, Silurian, McKee and
Ellenburger Formations. During 2007, we drilled three “wells in the Martin field. In 2008, we have three
additional wells planned at Martin and a combination of seven additional new drills and recompletions
planned in Keystone South and Flying W,

Rocky Mountain Region

Our Rocky Mountain operations include assets in the states of North Dakota, Montana, Colorado,
Utah, Wyoming and California. As of December 31, 2007, our estimated proved reserves in the Rocky
Mountain region were 61.7 MMBOE (68% oil), which represented 25% of our total estimated proved
reserves, and our December 2007 daily production averaged 14.8 MBOE/d. Approximately 53% and 27% of
the proved reserves of our Rocky Mountain operations are related to assets in North Dakota and Wyoming,
respectively.

Robinson Lake Bakken Play. The Bakken Formalion is a low permeability, unconventional reservoir
consisting of highly oil saturated shale, dolomite and fine grained sand. Horizontal drilling and advanced
stimulation techniques have been successfully employed in the drilling of hundreds of wells in the Elm
Coulee field in Montana and more recently in the North Dakota portion of the Williston Basin. In early
2005, we embarked on an aggressive leasing program and have acquired total acreage as of year-end 2007 of
118,348 gross (83,033 net) acres primarily in Mountrail County, North Dakota for the purpose of developing
a Bakken resource drilling program. As of year end 2007, we had drilled five and completed four wells, and
currently have four rigs actively drilling. For 2008, we are planning to expand our drilling program to as
many as nine rigs. We are planning to drill 30 to 40 operated Bakken wells during 2008.

In addition to the drilling program, we have begun construction of a gas plant to process the
associated gas. The first phase of this plant is scheduled to begin receiving gas in the second quarter of 2008.

In March 2007, we purchased an interest in the Parshall field, also located in Montrail County, North
Dakota. As of December 31, 2007, we owned 66,957 gross (13,470 net) acres in the Parshall area of mutual
interest. This field is operated by another operator and at the end of 2007, we had participated in the drilling
and completion of 24 horizontal middle Bakken wells. We expect to participate in the drilling of
approximately 50 to 60 additional wells in the Parshall ficld during 2008.

Red River Gas Drilling Program. Tn 2004, we began acquiring 3-D seismic data over several Red
River Formation prospects in the deeper, gas bearing part of the Williston Basin for the purpose of defining
structure and reservoir distribution. To date, we have acquired nine 3-D seismic surveys in Billings,
McKenzie and Williams Counties totaling 236 square miles, which we have used to target 12 new wells. We
are planning on drilling seven new wells in 2008.

Billings Nose Drilling Program. We have established a high concentration of producing wells in the

Billings Nose arca of Billings County, North Dakota. These assets include the Big Stick Madison Unit and
North Elkhorn Ranch Unit along with much of the acreage located between these two fields. We have
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acquired 44 square miles of 3-D seismic data in this area and have since identified multiple opportunities in a
variety of reservoirs including the Red River, Duperow, Bakken and Mission Canyon Formations. Our
efforts in 2007 focused on the North Elkhorn Ranch Unit in Billings County, North Dakota. Four horizontal
wellbores were drilled into the Elkhorn Ranch mermber of the Mission Canyon.

Nisku A Drilling Program. We made a significant exploration discovery in 2004 in western Billings
County, North Dakota in the Nisku A zone and drilled ten wells in 2004. Since the discovery, we have
participated in eight casing exit wells and 49 grass root wells (six drilled in 2007). We are currently
investigating waterflooding the reservoir. Modeling efforts are complete and we are researching methods to
install the waterflood while minimizing the surface impact as much of this project is located in the Theodore
Roosevelt National Grassland, administered by the U.S. Forest Service.

Green River Basin - Siberia Ridge. Siberia Ridge is within the greater Wamsutter Arch area of
Sweetwater County, Wyoming and produces from a continuous-phase gas accumulation in the Cretaceous
Almond Formation at 10,500 feet. In 2004, the spacing rules governing the well density in the Siberia Ridge
field were adjusted to allow for up to two wells per 160 acres. This new configuration resulted in a total of
44 additional potential locations on our acreage. Because of lease stipulations on this Federal acreage,
drilling operations can begin on or after August 1st and must end by February st of the following year. We
have been able to maintain a single well drilling program by moving the rig between Anderson Canyon
(described below) and Siberia Ridge.

Our development program commenced in mid-2005 and continued in 2006 with the drilling of ten
new wells. During 2007, an additional four wells were drilled. Although not budgeted currently, there is
potential for additional drilling later in 2008 once the lease stipulations ailow drilling operations to resume.

Green River Basin - Anderson Canyon. Anderson Canyon, North Anderson Canyon, Bird Canyon,
and McDonald Draw fields are all located on the 1.aBarge Platform in Southwest Wyoming. We drilled six
wells in 2006 and an additional 21 in 2007. We made improvements in the drilling operations, reducing the
drill time from 20 days in 2006 to around nine days in 2007. We are continuing to work on refining the
completion operations in an attempt to optimize the resulting production and reserves.

Sulphur Creek - Boies Ranch Area, Rio Blanco County, Colorado. The Sulphur Creek Area in the
North Central Piceance Basin has the potential to be a focal point of our activity through 2009. We acquired
mineral interests and federal oil and gas leases in tne 2004 Equity Oil Company acquisition. As of year end
2007, we owned 16,893 gross (4,072 net) acres in the Boies Ranch and Jimmy Gulch properties in Rio
Blanco County, Colorado. We are currently supplementing our leasehold in the area. Drilling by third
parties near our leasehold demonstrated the presence of a continuous-phase gas resource in the Williams
Fork Formation with up-hole potential in the Wasatch Formation. We drilled and completed three gas
producing wells early in 2007, and during the third quarter of 2007, we moved in two rigs and drilled an
additional six wells that were awaiting completion operations by year end. The rigs we moved in were
specifically designed to aliow numerous wells to be drilled from a pad, to reduce the footprint and surface
impact. Our plans for 2008 are to have a minimum of two drilling rigs running full time in the Piceance
Basin and to drill 24 twenty-acre locations on the Boies Ranch and Jimmy Gulch acreage.

Utah Hingeline. We own a 15%, non-operated, working interest in approximately 170,000 acres of
leasehold in the central Utah Hingeline play. This acreage covers several prospect leads which have been
identified along trend with the recent Covenant field discovery in Sevier County, Utah. As part of our
acquisition of this property, the operator agreed to pay 100% our drilling and completion costs for the first
three wells in the project. The first two wells havz been drilled on the acreage. The first well, the Joseph
Prospect, was a dry hole. The second well, the Pzrowan Prospect, has been drilled, cased and temporarily
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abandoned pending resumed operations after lease stipulations allow operations to continue early in the third
quarter of 2008.

Mid-Continent Region

Our Mid-Continent operations include assets in Oklahoma, Arkansas and Kansas. As of
December 31, 2007, the Mid-Continent region contributed 51.1 MMBOE (90% oil) of proved reserves to our
portfolio of operations, which represented 20% of our total estimated proved reserves and contributed 7.2
MBOF/d of average daily production in December 2007. The majority of the proved value within our Mid-
Continent operations is related to propetties in the Postle fizld.

Postle Field. The Postle field, located in Texas County, Oklahoma, includes six producing units and
one producing lease covering a total of approximately 25,600 gross (24,223 net) acres with working interests
of 94% to 100%. Four of the units are currently active CO, enhanced recovery projects. As of December 31,
2007, we were injecting 111 MMcf/d of CO; and surpassed 120 MMcf/d in January 2008. The Postle field is
the largest Morrow oil field in the U.S. The Postle properties produced at an estimated average net daily rate
of 5.8 MBOE/d during the month of December 2007. In the Postle field, the estimated proved reserves as of
December 31, 2007 were 58% PDP, 15% PDNP and 27% PUD.

The Postle field was initially developed in the early 1960’s and unitized for waterflood i 1967.
Enhanced recovery projects in the three eastern units using CO; was initiated in 1995. During 2007, we
expanded CO;, injection into the southern part of the fourth unit, HMU. Operations are underway to expand
CO; injection into the northern part of HMU and to optimize flood patterns in the existing CO, floods, with
two drilling rigs and six workover rigs in the field. These expansion projects include the restoration of shut-
in wells and the drilling of new producing and injection wells.

We are the sole owner of the Dry Trails Gas Plant located in the Postle field. This gas processing
plant separates CO, gas from the produced wellhead mixture of hydrocarbon and CO; gas, so that the CO;,
gas can be re-injected into the producing formation. Construction began in mid-2006 to increase the plant
capacity from its current capacity of 40.0 MMcf/d to 80.0 MMef/d. Construction is continuing and the plant
expansion will utilize a membrane technology to separate the CO2 from the hydrocarbon gas. The expansion
is scheduled to be on line during second quarter 2008,

In addition to the producing assets and processing plant, we have a 60% interest in the 120 mile
TransPetco operated CO, transportation pipeline, thereby assuring the delivery of CO, to the Postle field at a
fair tariff. A long-term CO; purchase agreement was executed in 2005 to provide the necessary CO, for the
expansion planned in the field.

Gulf Coast Region

Our Gulf Coast operations include assets located in Texas, Louisiana and Mississippi. As of
December 31, 2007, the Guif Coast region contributed 12.3 MMBOE (29% oil) of proved reserves to our
portfolio of operations, which represented 5% of our total estimated proved reserves and contributed 4.1
MBOE/d of average daily production in December 2007. Approximately 79% of the proved reserves of our
Gulf Coast operations are related to properties in Texas.

Edwards Trend. We own 21,950 gross (21,870 net) acres in the Word North, Yoakum, Kawitt,
Sweet Home, and Three Rivers fields along the Edwards Trend in Karnes, Dewitt and Lavaca Counties,
Texas. Production in the Stuart City Reef Trend comes primarily from the Edwards, Wilcox, and Sligo
Formations at depths between 7,000 and 16,000 feet.
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In 2007, we farmed out interests in the Edwards to two different operators. One of these operators
utilized vertical wells to access the Edwards reservoir at approximately 12,000 feet. The second operator is
utilizing horizontal wellbores with swell packers to provide zonal isolation along the length of the wellbore.
Results from the horizontal wellbores look encouraging. The farmout agreement required the drilling of four
wells in the farmout acreage and the fourth well is just being completed. Additional horizontal wells are
being planned for 2008.

In 2008, we shot a 34 square mile 3-D seismic survey along the trend in our South Runge Prospect
where we own 9,054 gross (7,643 net) acres, prospecting for expanded Wilcox. We believe the results of the
seismic shoot were promising, and three wells targeting the Wilcox are planned during early 2008,

Vicksburg Trend. Our non-operated holdings in the Vicksburg and Frio Trends are concentrated
primarily in the South Midway field in San Patricio County, Texas and the Agua Dulce field. During 2005,
we drilled or participated in eleven new wells targeting multiple gas productive sands in the Vicksburg and
Frio Formations at depths between 10,000 and 14,500 feet. Results from this program encouraged us to drill
seven wells in South Midway and one well in Agua Dulce during 2006 and to participate in the drilling of
five additional wells in South Midway during 2007. In 2008, we plan to participate in three more wells in
these fields.

Michigan Region

As of December 31, 2007, our estimated proved reserves in the Michigan region were 12.3 MMBOE
(32% oil), and our December 2007 daily production averaged 3.5 MBOE/d. Production in Michigan can be
divided into two groups. The majority of the reserves are in non-operated Antrim Shale wells located in the
northern part of the state. The remainder of the Michigan reserves are typified by more conventional oil and
gas production located in the central and southern parts of the state. We also operate the West Branch and
Reno gas processing plants. These plants are in good mechanical condition and capable of handling
additional production. The West Branch Plant gathers production from the Clayton, West Branch and other
smaller fields.

Antrim Production. In northern Michigan, we own an interest in over 50 multi-well Antrim Shale
gas projects with proved producing reserves and ongoing development drilling. During 2007, we
participated in the drilling and completion of 19 Antrim Shale wells. In 2008, we plan to continue to pursue
similar development drilling opportunities.

Clayton Unit. Clayton Unit production is primarily from the Prairie du Chien and Glenwood at a
depth of around 11,000 feet. During late 2005, we drilled two Glenwood/Prairie du Chien (“PdC”) wells in
the Clayton Unit. The target reservoir was the upper PdC, which historically had been the pay interval in the
field. Both of these wells encountered hydrocarbons in the Middle interval of the PAC, which had not
previously produced. The initial completion in both of these wells was in the middle PdC and both wells still
have the original target reservoir behind pipe. We have been encouraged by the results. We have an eight
well commitment with the drilling contractor and we are just finishing up well number six. In Missaukee,
Oseceola and Clare Counties, Michigan, we are in the process of permitting and shooting a 37 square mile 3-
D seismic shoot prospecting for additional PdC and Glenwood accumulations. This data acquisition should
be complete by second quarter 2008 and lead to additional drilling later in the year.

Acreage

The following table summarizes gross and net developed and undeveloped acreage at December 31,
2007 by state. Net acreage is our percentage ownership of gross acreage. Acreage in which our interest is
limited to royalty and overriding royalty interests i3 excluded.
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Developed Acreage Undeveloped Acreage Total Acreage

Gross Net Gross Net Gross Net

California.......covevevuiererreeeseereeeeeenns 35,698 10,707 2,333 50 38,031 10,757
Colorado..c.ooovvveriiceeeiree e 34,852 17,285 35,266 8,455 70,118 25,740
LOUISIANG ..ooee e 40,143 10,589 4,863 2,532 45,006 13,121
Michigan......cooveeviriieneincieenns 140,331 61,462 32,524 25,869 172,855 87,331
MONEANA. ..o e 40,161 13,183 41,814 19,622 81,975 32,805
North Dakota ..o, 188,550 99,777 327,868 188,377 516,418 288,154
OKlahoma ....veoveeeeeeccecceeeeeiee 79,569 51,400 2,692 2,317 82,261 53,717
TEXAS .viiieieiireeeeerrerrrseessneansnees 234,079 141,490 76,110 61,118 310,189 202,608
Utah e 20,237 11,497 221,117 48,067 241,354 59,564
WYOMINE .o 105,205 55,961 70,045 44 378 175,250 100,339
Other® ..o 15,898 8,296 1,070 786 16,968 9,082

Tl oo 934,723 481,647 815,702 401,571 1,750,425 883,218

* Other includes Alabama, Arkansas, Mississippi, Nebraska and New Mexico.

Production History

The following table presents historical information about our produced oil and gas volumes:

Year Ended December 31,

2007 20406 2005
Oil production (MMbBDBIS) ..o 9.6 9.8 7.0
Natural gas production (Bef) oo 30.8 32.1 303
Total production (MMBOE).......ccuiiiiiiiiseesc 14.7 15.2 12.1
Daily production (MBOE/d).....c.oouiiiiiiieiieiee 40.3 41.5 33.1
Average sales prices:
O (PEE BBIY oo eeecesoesseemssssmrsseseesssssoeeseess oot $6457 $5727  $51.26
Effect of oil hedges on average price (per BbD......ccccovoeccicccinnnncs (2.21) (0.95) (2.72)
Oil niet of hedging (Per BB} .....cvuieiceeeeiiticrscssneerenrve s $ 62.36 $ 56.32 $ 48.54
Natural gas (per Mef) ..o $ 6.19 § 659 § 7.03
Effect of natural gas hedges on average price (per Mcf)............. - 0.06 (047)
Natural gas net of hedging (per Mcf) oo $ 6.19 $ 6.65 $ 6.56
Per BOE data:
Sales price {net 0f hedZing).......cevreieiciiiiiiii $ 53.57 $ 50.52 $44.70
Lease OPErating eXPNSES .....ovvvrriirreiimmsrnenrne e sanesarasanessessaes $14.20 $12.12 § 9.24
Production TAXES........coeieeernrererrerereererescraeeesesee e eaebsrsse s sssens $ 3.56 $ 3.1 $ 299
Depreciation, depletion and amortization expenses ..o $13.11 $10.74 $ 8.08
General and administrative eXpenses . .....ccocveceranrerercriainenins § 266 $ 249 $ 253
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Productive Wells

The following table presents our ownership at December 31, 2007 in productive oil and gas wells by
region (a net well is our percentage ownership of a gross well).

Oil Wells Natural Gas Wells Total Wells"”
Gross Net Gross Net Gross Net

Permian Basin................cccoeee. 3,646 1,778 374 131 4,020 1,909
Rocky Mountains.........ccoovevveee 1,711 406 405 199 2,116 605
Mid-Continent .......covvriineneees 470 312 211 93 681 405
Gulf Coast.......cocovmicornnnenens 93 56 436 129 529 185
G TS ATEEE: D SOOI 81 57 1,031 404 1,112 461

LE17) [ R 6,001 2,609 2457 956 8458 3,565
(” 168 wells are multiple completions. These 168 wells contain a total of 365 completions. One or more

completions in the same bore hole ar: counted as one well.

Drilling Activity

We are engaged in numerous drilling activities on properties presently owned and intend to drill or
develop other properties acquired in the future. The following table sets forth our drilling activity for the last
three years. The information should not be considered indicative of future performance, nor should it be
assumed that there is necessarily any correlation between the number of productive wells drilled and
quantities of reserves found or economic value. Productive wells are those that produce commercial
quantities of hydrocarbons, whether or not they produce a reasonable rate of return.

Gross Wells Net Wells
Productive Dry Total Productive Dry Total

2007:

Development.................. 262 3 267 128.6 38 1324

Exploratory .................... 9 L 10 6.1 0.1 6.2

Total.ocr e 271 o 277 134.7 39 133.6
2006: B

Development.................. 401 14 415 300.6 9.0 309.6

Exploratory ..........coo....... 17 5 22 10.2 2.3 12.5

Total...oveeececcrerrireiiens 418 19 437 310.8 11.3 322.1
2005;

Development.................. 276 18 294 164.7 10.6 175.3

Exploratory................... 7 ! 14 1.3 39 5.2

Total. oo 283 25 308 166.0 14.5 180.5

Item 3. Legal Procecdings

Whiting 1s subject to litigation claims and governmental and regulatory proceedings arising in the
ordinary course of business. [t is management’s opinion that all claims and litigation we are involved in are
not likely to have a material adverse effect on our consolidated financial position, cash flows or results of
operations.

Item4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of security holders during the fourth quarter of 2007.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth certain information, as of February 15, 2008, regarding the executive
officers of Whiting Petroleum Corporation:

Name Age Position

James J. Volker..........cccvveviviann. 61 Chairman, President and Chief Executive Officer
James T. Brown ........ccoovviiniiiinns 55 Senior Vice President, Operations

Bruce R. DeBoer ........ccooevvvnnnenn. 55 Vice President, General Counsel and Corporate Secretary
Heather M. Duncan .........cceoceeveninnns 37 Vice President, Human Resources

J. Douglas Lang..........ccooovvvnreinnn 58 Vice President, Reservoir Engineering/Acquisitions
Rick A. ROSS ..corvvennrciiiiciceen, 49 Vice President, Operations

David M. Seery.......coccvivinininninn, 53 Vice President, Land

Michael J. Stevens.......coccoevveeeenee 42 Vice Presidznt and Chief Financial Officer

Mark R. Williams ... 51 Vice President, Exploration and Development
Brent P. Jensen ............ccoiniinine. 38 Controller and Treasurer

The following biographies describe the business experience of our executive officers:

James J. Volker joined us in August 1983 as Vice President of Corporate Development and served in
that position through April 1993. In March 1993, he became a contract consultant to us and served in that
capacity until August 2000, at which time he became Executive Vice President and Chief Operating Officer.
Mr. Volker was appointed President and Chief Executive Officer and a director in January 2002 and
Chairman of the Board in January 2004. Mr. Volker was co-founder, Vice President and later President of
Energy Management Corporation from 1971 through 1982. He has over thirty years of experience in the oil
and gas industry. Mr. Volker has a degree in finance from the University of Denver, an MBA from the
University of Colorado and has completed H. K. VanPonlen and Associates’ course of study in reservoir
engineering.

James T. Brown joined us in May 1993 as a consulting engineer. In March 1999, he became
Operations Manager, in January 2000, he became Vice President of Operations, and in May 2007, he became
Senior Vice President of Operations. Mr. Brown has over thirty years of oil and gas cxperience in the Rocky
Mountains, Gulf Coast, California and Alaska. Mr. Brown is a graduate of the University of Wyoming, with
a Bachelor’s Degree in civil engineering, and the University of Denver, with an MBA.

Bruce R. DeBoer joined us as our Vice President, General Counsel and Corporate Secretary in
January 2005. From January 1997 to May 2004, Mr. DeBoer served as Vice President, General Counsel and
Corporate Secretary of Tom Brown, Inc., an independent oil and gas exploration and production company.
Mr. DeBoer has over 20 years of experience in managing the legal departments of several independent oil
and gas companies. He holds a Bachelor of Science Degree in Political Science from South Dakota State
University and received his J.D. and MBA degrees from the University of South Dakota.

Heather M. Duncan joined us in February 2002 as Assistant Director of Human Resources and in
January 2003 became Director of Human Resources. In January 2008, she was appointed Vice President of
Human Resources. Ms. Duncan has over eleven years of human resources experience in the oil and gas
industry. She holds a Bachelor of Arts Degree in Anthropology and an MBA from the University of
Colorado. She is a certified Professional in Human Resources.

J. Douglas Lang joined us in December 1999 as Senior Acquisition Engineer and became Manager of
Acquisitions and Reservoir Engineering in January 2004 and Vice President—Reservoir Engineering/
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Acquisitions in October 2004. His over thirty years of acquisition and reservoir engineering experience has
included staff and managerial positions with Amoco, Petro-Lewis, General Atlantic Resources, UMC
Petroleum and Ocean Energy. Mr. Lang holds a Bachelor’s Degree in Petroleum Engineering from the
University of Wyoming and an MBA from the University of Denver. He is a registered Professional Engincer
and has served on the national Board of Directors of the Society of Petroleum Evaluation Engineers.

Rick A. Ross joined us in March 1999 as an Operations Manager, In May 2007, he became Vice
President of Operations. Mr. Ross has over 25 years of oil and gas experience. Mr. Ross holds a Bachelor of
Science Degree in Mechanical Engineering from the South Dakota School of Mines and Technology.

David M. Seery joined us as our Manager of Land in July 2004 as a result of our acquisition of Equity
Oil Company, where he was Manager of Land and Manager of Equity’s Exploration Department, positions he
had held for more than five years. He became our Vice President of Land in January 2005. Mr. Seery has
twenty-five years of land experience including staff and managerial positions with Marathon Oil Company.
Mr. Seery holds a Bachélor of Science Degree in Business Management from the University of Montana. He is
a Registered Land Professional and held various duties with the Denver Association of Petroleum Landmen.

Michael J. Stevens joined us in May 2001 as Controller, and became Treasurer in January 2002 and
became Vice President and Chief Financial Officer in March 2005. From 1993 until May 2001, he served in
various positions including Chief Financial Officer, Controller, Secretary and Treasurer at Inland Resources
Inc., a company engaged in oil and gas exploration and development. He spent seven years in public
accounting with Coopers & Lybrand in Minneapolis, Minnesota. He is a graduate of Mankato State
University of Minnesota and is a Certified Public Accountant.

Mark R. Williams joined us in December 1983 as Exploration Geologist, becoming Vice President of
Exploration and Development in December 1999. He has twenty-four years of experience in the oil and gas
industry and his areas of primary technical expertise are in sequence stratigraphy, seismic interpretation and
petroteum economics. Mr. Williams is a graduate: of the Colorado School of Mines with a Master’s Degree
in geology and holds a Bachelor’s Degree in geolcgy from the University of Utah.

Brent P. Jensen joined us in August 2002 as Controller, and he became Controller and Treasurer in
January 2006. He was previously with PricewaterhouseCoopers L.L.P. in Houston, Texas, where he held
various positions in their oil and gas audit practice since 1994, which included assignments of four years in
Moscow, Russia and three years in Milan, Italy. He has fourteen years of oil and gas accounting experience
and is a Certified Public Accountant. Mr. Jensen holds a Bachelor of Arts degree with an emphasis in
accounting and business from the University of California, Los Angeles.

Executive officers are elected by, and serve at the discretion of, the Board of Directors. There are no
family relationships between any of our directors or executive officers.
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PART Il

Item 5. Market for the Registrant’s Common Equity. Related Stockholder Matters and Issuer
Purchases of Equity Securities

Whiting Petroleum Corporation’s common stock is traded on the New York Stock Exchange under
the symbol “WLL.” The following table shows the high and low sale prices for our common stock for the
periods presented.

High Low

Fiscal Year Ended December 31, 2007

Fourth Quarter (Ended December 31, 2007)...cccccvviiinnniinininininiei e $59.06 $44.09

Third Quarter (Ended September 30, 2007}....c..oovieeiiinniinimineres oo, $45.14 $35.85

Second Quarter (Ended June 30, 2007}.......ccnvivmmrricnmm s $47.50 $38.71

First Quarter (Ended March 31, 2007} ......cccovimiercicnncciieiicceeissens s $46.04 $35.81
Fiscal Year Ended December 31, 2006

Fourth Quarter (Ended December 31, 2006).......cocoviiiiiniinnniinniinereeeenn $50.30 $35.81

Third Quarter (Ended September 30, 2000)..........ccovieiiniiiiiiiiie $48.10 $37.30

Second Quarter (Ended June 30, 2006)........c.cccciiiiiminie s $46.95 $33.70

First Quarter (Ended March 31, 2006) ..., $47.25 $37.41

On February 15, 2008, there were 869 holders of record of our common stock.

We have not paid any dividends since we were incorporated in July 2003. We do not anticipate
paying any cash dividends on our common stock in the foreseeable future. We currently intend to retain
future earnings, if any, to finance the expansion of our business. Our future dividend policy is within the
discretion of our board of directors and will depend upon various factors, including our financial position,
cash flows, results of operations, capital requirements and investment opportunities. In addition, the
agreements governing our indebtedness prohibit us from paying dividends.

Information relating to compensation plans under which our equity securities are authorized for
issuance is set forth in Part [, Item 12 of this Annual Report on Form 10-K.

The following information in this Item 5 of this Annual Report on Form 10-K is not deemed to be
“soliciting material” or to be “filed” with the SEC or subject to Regulation 14A or 14C under the Securities
Exchange Act of 1934 or to the liabilities of Section 18 of the Securities Exchange Act of 1934, and will not
be deemed to be incorporated by reference into any filing under the Securities Act of 1933 or the Securities
Exchange Act of 1934, except to the extent we specifically incorporate it by reference into such a filing.

We completed our initial public offering in November 2003. Our commeon stock began trading on
the New York Stock Exchange on November 20, 2003. The following graph compares on a cumulative basis
changes since November 20, 2003 in (a) the total stockholder return on our common stock with (b) the total
return on the Standard & Poor’s Composite 500 Index and (c) the total return on the Dow Jones US Oil
Companies, Secondary Index. Such changes have been measured by dividing (a) the sum of (i) the amount
of dividends for the measurement period, assuming dividend reinvestment, and (ii) the difference between
the price per share at the end of and the beginning of the measurement period, by (b) the price per share at
the beginning of the measurement period. The graph assumes $100 was invested on November 20, 2003 in
our common stock, the Standard & Poor’s Composite 500 Index and the Dow Jones US Oil Companies,
Secondary Index.
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Item 6.  Selected Financial Data

The consolidated income statement information for the years ended December 31, 2007, 2006 and
2005 and the consolidated balance sheet information at Crecember 31, 2007 and 2006 are derived from our
audited financial statements included elsewhere in this report. The consolidated income statement
information for the years ended December 31, 2004 and 2003 and the consolidated balance sheet information
at December 31, 2005, 2004 and 2003 are derived from audited financial statements that are not included in
this report. Our historical results include the results from our recent acquisitions beginning on the following
dates: Utah Hingeline, August 29, 2006; Michigan Properties, August 15, 2006; North Ward Estes and
Ancillary Properties, October 4, 2005; Postle Properties, August4, 2005; Limited Partnership Interests,
June 23, 2005; Green River Basin, March 31, 2005; Permian Basin, September 23, 2004; Equity Oil
Company, July 20, 2004; Colorado and Wyoming, August 13, 2004; Wyoming and Utah, September 30,
2004; Louisiana and Texas, August 16, 2004; Mississippi, November 3, 2004; and additional Permian Basin
interest, December 31, 2004.

Year Ended December 31,

2007 2006 2005 2004 2003

(dollars in millions, except per share data)
Consolidated Income Statement Information:
Revenues and other income:

Oil and natural gas S&IES5 .....c....ccovivrcivreireciere e $ 809.0 § 773.1 $ 5732 $ 281.1 $ 1757
Loss on oil and natural gas hedging activities .......c...ccceenue. (21.2) (1.5) (33.4) (4.9} (8.7
Giain on sale of oil and gas properties.....covoevrcnneccicv i 297 12.1 — 1.0 —
Gain on sale of marketable securities .........cccreeriinen. — — — 4.8 —
Interest income and Other.........oveieeenciieccccnn v, 1.2 1.1 0.6 0.1 0.3
Total revenues and other INCOME ..oooveervvreeereieereeeene, 818.7 778.8 5404 282.1 167.3
Costs and expenses:
Lease OPErating.......c..oovvvveevermsuerersermerserncrancns 20£.9 183.6 111.6 54.2 43.2
Production taxes ..... 524 47.1 36.1 16.8 10.7
Depreciation, depletlon and amomzatlon 192.8 162.8 97.6 54.0 41.2
Exploration and impairment ..........ocoveeiccneecrenmncecneeen: 373 345 16.7 6.3 32
General and administrative ............. 35.0 37.8 30.6 19.2 13.0
Change in Preduction Part1c1pat10n Plan Itab:l:ty 8.6 6.2 9.7 1.7 0.2)
Phantom equity plan (1} ... — — — — 10.9
INEEIESE EXPEISE ..vovvrecaeeirceerersrrseres s eemssessaesee bt enssecersers e 72.5 73.5 42.0 15.9 9.2
Total costs and EXPENSES ..ovreerrrrns e, 611.5 545.5 3443 168.1 131.2
Income before income taxes and cumulatlvc change in
ACCOUNLING PIINCIPIE ovevviieciiciecs et vre et e ecas 207.2 2333 196.1 114.0 36.1
INCOME tAX BXPEMSE . ...cvveeveeese v revrseeeseeaeeeessessiessesees et snranneen: 76.6 76.9 74.2 44.0 13.9
Income before cumulative change in accounting principle ....... 130.6 156.4 121.9 70.0 222
Cumulative change in accounting principle (2) — — — — (3.9)
NEt INCOIMIE ....veerviiriereece e esce s e e 31306 $ 1564 $_1219 5 700 5 183
Income per common share before cumulative change in
accounting principle, basic.. e 3 - $ - § - 3 - $ LI8
Income per commen share before cumulatlvc change in
accounting principle, diluted ......ococeiiiceiiviirin s $ - 5 - 5 - 3o $ LI8
Net income per common share, basic.....c.oooieiivenninan § 33 $ 426 $ 389 $ 3.38 $ 098
Net income per common share, diluted.........oooooccorrovorvocsr, 3329 $ 4325 $ 388 § 338 $ 098
Other Financial Information:
Net cash provided by operating activities ..........cccoccocvcvcee. § 3940 $ 4112 $ 3302 $ 1341 5 919
Net cash used i investing activities ......o.oveeeireennas § 4670 $ 5276 $1,126.9. 3 5244 $ 476
Net cash provided by financing activities ............... e §773 $ 1164 $ 8055 $ 3384 b 44
Ratio of earnings to fixed charges (3) .o, 3.65x 4.14x 5.64x% 3.01x 4.85x
Capital exPEndiTUTES. vcrie st rr e er s e § 5196 § 5520 $1,1269 £ 5306 £ 476
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As of December 31,

2007

2006 2005 2004

2003

Consolidated Balance Sheet Information:
TOtA] ASBELS .....viiiricvereteeresrsreerrrrisaesreerrsernre seseeaseemmeonasnesenennns

Total debl .eevvivieieccee e

Stockholders’ BqUILY . ......ovee et

(D

(2)

(3)

(dollars in millions)

$2,585.4 $22352 $1,092.2
§ 9954 $ 8751 § 3284
$1,186.7 § 9979 § 6124

§ 5363
3 188.0
$ 2596

The completion of our initial public offering in November 2003 constituted a triggering event under our
phantom equity plan, pursuant to which our employees received payments valued at $10.9 miilion in the form
of shares of our commeon stock. The phantom equity plan is now terminated.

In 2003, we adopted Statement of Financial Accounting Standards No. 143, Accounting for Asset Retirement
Obligations. This was a one-time charge to net income.

For the purpose of calculating the ratio of earnings to fixed charges, earnings consist of income before income
taxes and income from equity investees, plus fixed charges, distributed income from equity investees, and

amortization of capitalized interest, less capitalized interest.

Fixed charges consist of interest expensed,

interest capitalized, amortized premiums, discounts and capitalized expenses related to indebtedness, and an

estimate of interest within rental expense.




Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Eb IS

Unless the context otherwise requires, the terms “Whiting,” “we,” “us,” “our” or “ours” when used
in this Item refer to Whiting Petroleum Corporation, together with its operating subsidiaries, Whiting Oil and
Gas Corporation, Equity Oil Company and Whiting Programs, Inc. When the context requires, we refer to
these entities separately. This document contains forward-looking statements, which give our current
expectations or forecasts of future events. Please refer to “Forward-Looking Statements™ at the end of this
Item for an explanation of these types of statements.

Overview

We are an independent oil and gas company engaged in oil and gas acquisition, development,
exploitation, production and exploration activities primarily in the Permian Basin, Rocky Mountains, Mid-
Continent, Gulf Coast and Michigan regions of the United States. During 2004 and 2005, we emphasized the
acquisition of properties that provided additional volumes to our current production levels as well as upside
potential through further development. During 2006 and 2007, we have focused our drilling activity on the
development of these acquired properties, specifically on projects that we believe provide repeatable
successes in particular fields. Our combination of acquisitions and subsequent development allows us to
direct our capital resources to what we believe to be the most advantageous investments,

While historically we have grown through acquisitions, we are increasingly focused on a balanced
exploration and development program while continuing to selectively pursue acquisitions that complement
our existing core properties. We believe that our significant drilling inventory, combined with our operating
experience and cost structure, provides us with meaningful organic growth opportunities. Qur growth plan is
centered on the following activities:

* pursuing the development of projects that we believe will generate attractive rates of
return;

+ maintaining a balanced portfolio of lower risk, tong-lived oil and gas properties that
provide stable cash flows;

+ seeking property acquisitions that complement our core areas; and

+ allocating an increasing percentage of our capital budget to leasing and testing new
areas.

We have historically acquired operated and non-operated properties that meet or exceed our rate of
return criteria. For acquisitions of properties with additional development, exploitation and exploration
potential, our focus has been on acquiring operated properties so that we can better control the timing and
implementation of capital spending. In some instances, we have been able to acquire non-operated property
interests at attractive rates of return that established a presence in a new area of interest or that have
complemented our existing operations. We intend to continue to acquire both operated and non-operated
interests to the extent we believe they meet our return criteria. In addition, our willingness to acquire non-
operated properties in new geographic regions provides us with geophysical and geologic data in some cases
that leads to further acquisitions in the same region, whether on an operated or non-operated basis. We sell
properties when we believe that the sale price realized will provide an above average rate of return for the
property or when the property no longer matches the profile of properties we desire to own.

Our revenue, profitability and future growth rate depend on factors beyond our control, such as

economic, political and regulatory developments and competition from other sources of energy. Oil and gas
prices historically have been volatile and may fluctuate widely in the future. Sustained periods of low prices
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for oil or gas could matérially and adversely affect our financial position, cash flows, results of operations,
access to capital, and the quantities of oil and gas reserves that we can economically produce.

2007 Highlights and Future Considerations

On July 3, 2007, we completed a public offering of our common stock under our existing shelf
registration statement, selling 5,425,000 shares of common stock at a price of $40.50 per share, providing net
proceeds of $210.4 million, which we used to repay a portion of the debt outstanding under our credit
agreement. The number of shares includes the sale of 425,000 shares pursuant to the exercise of the
underwriters’ overallotment option.

We continue to have significant development and related infrastructure activity on the Postle and
North Ward Estes fields acquired in 2005, which has resulted in reserve and production increases. During
2007, we incurred $284.9 million of exploration and development expenditures on these two projects. We
expect to incur total future development costs of $625.2 million in the North Ward Estes field and $258.7
million in the Postle field.

Our expansion of the CO; flood at the Postle field, located in Texas County, Oklahoma, is generating
positive results. In December 2007, net production from the field averaged 5.8 MBOE/d. By the end of
January 2008, we were injecting over 120 MMcf/d of CO; into the Morrow formation, the field’s producing
reservoir.

In 2007, we initiated our CO, flood in the North Ward Estes field, located in Ward and Winkler
Counties, Texas. By the end of January 2008, we were injecting approximately 120 MMcf/d of CO; into the
Yates formation, the field’s primary producing rescrvoir. We expect an initial response from this CO, flood
during the fourth quarter of 2008, Net production from North Ward Estes in December 2007 averaged 5.1
MBOE/d.

Our Robinson Lake prospect in Mountrail County, North Dakota encompasses 118,348 gross acres
(83,033 net acres), on which we plan to drill 30 to 40 operated Middle Bakken wells during 2008. The Peery
State 11-25H, our discovery well on the Robinson Lake prospect, was completed in May 2007 in the Middle
Bakken formation, and was producing 0.3 MBOE/d at the end of January 2008. We completed the Locken
11-22H well in December 2007, which averaged 0.9 MBOE/d during the first 30 days of production. In
January 2008, we completed the Liffrig 11-27H well, which averaged 1.1 MBOE/d during the first 30 days
of production. We are the operators on these threz wells and have three drilling rigs and one workover rig
working full time at Robinson Lake, with plans to add a fifth rig in March 2008. By year end 2008, we could
have as many as nine drillings rigs working in this prospect.

In December 2007, we began construction of a natural gas processing plant that will separate the
natural gas liquids from the natural gas produced from Robinson Lake and allow the natural gas to be
transported by pipeline to market. The plant is expected to be operational in the second quarter of 2008. The
initial capacity of the plant will be 3.0 MMcf/d, and is expected to increase to approximately 33 MMcf/d by
the end of 2008.

Immediately cast of the Robinson Lake prospect is the Parshall field, where we have participated in
the drilling and completion of 24 wells, 19 of which were drilled in 2007. The initial 15 wells that produced
for 120 days had average flow rates of 0.6 MBOE/d per well. We expect to participate in the drilling of
approximately 50 to 60 wells in the Parshall field during 2008.

Another developmental area for us is in the Piceance Basin at the Boies Ranch and Jimmy Gulch
properties in Rio Blanco County, Colorado. In the first half of 2007, we drilled and completed three gas




producers at Boies Ranch, with each well flowing at an initial rate of 2.3 MMcf/d of gas from the Williams
Fork and Iles formations. At year end 2007, there were six wells awaiting completion operations at Boies
Ranch and two being drilled, with drilling operations expected to commence at Jimmy Gulch in the third
quarter of 2008. We plan to have a minimum of two drilling rigs running full time in the Piceance Basin,
drilling approximately 24 wells by the end of 2008.

We are evaluating and engaged in discussions with respect to the potential sale of economic interests
in other non-cote properties, although we have not made a decision on whether to do so or the form that any
such transaction would take. Our intention is to monetize the value of some of our predominantly proved
developed producing properties with this potential sale. In November 2007, we filed a registration statement
relating to a proposed initial public offering of units of beneficial interest in Whiting USA Trust I. We plan
to contribute a term net profits interest in certain of our ¢il and natural gas properties in exchange for trust
units. These property interests had estimated reserves of up to 8.2 MMBOE, as of a January 1, 2008
effective date, representing up to 3.3% of our proved reserves as of December 31, 2007, and 11.5%, or 4.6
MBOE/d, of our December 2007 average daily net production. We intend to use the net proceeds from this
offering to repay a portion of the debt outstanding under our credit agreement. The amount of proceeds
ultimately received from this offering, and the timing of the completion of this offering, is subject to a
variety of factors, including favorable market conditions. We cannot provide any assurance, however, that
we will be able to complete this offering or any other form of asset sales.

Although independent engineers estimated probable and possible reserves relating to certain 2006
and prior year producing property acquisitions, we, consistent with our present acquisition practices, have
associated substantially all producing property acquisition costs with proved reserves. Because of our
substantial acquisition activity, our discussion and analysis of our historical financial condition and results of
operations for the periods discussed below may not necessarily be comparable with or applicable to our
future results of operations. Our historical results include the results from our recent acquisitions beginning
on the following dates: Utah Hingeline, August 29, 2006; Michigan Properties, August 15, 2006; North
Ward Estes and Ancillary Properties, October 4, 2005; Postle Properties, August4, 2005; Limited
Partnership Interests, June 23, 2005; and Green River Basin, March 31, 2005.

Acquisitions

Utah Hingeline. On August 29, 2006, we acquired a 15% working interest in approximately 170,000
acres of unproved properties in the central Utah Hingeline play for $25.0 million. No producing properties
or proved reserves were associated with this acquisition. As part of this transaction, the operator agreed to
pay 100% of our drilling and completion costs for the first three wells in the project.

Michigan Properties. On August 15, 2006, we acquired 65 producing properties, a gathering line,
gas processing plant and 30,437 net acres of leasehold held by production in Michigan. The purchase price
was $26.0 million for estimated proved reserves of 1.4 MMBOE as of the acquisition effective date of May
1, 2006, resulting in a cost of $18.55 per BOE of estimated proved reserves. Proved developed reserve
quantities represented 99% of the total proved reserves acquired. The average daily production from the
properties was 0.6 MBOE/d as of the acquisition effective date. We operate 85% of the acquired properties.

North Ward Estes and Ancillary Properties. On October 4, 2005, we acquired the operated interest
in the North Ward Estes field in Ward and Winkler counties, Texas, and certain smaller fields located in the
Permian Basin. The purchase price was $459.2 million, consisting of $442.0 million in cash and 441,500
shares of our common stock, for estimated proved reserves of 82,1 MMBOE as of the acquisition effective
date of July 1, 2005, resulting in a cost of $5.58 per BOE of estimated proved reserves. Proved developed
reserve quantities represented 36% of the total proved reserves acquired. The average daily production from
the properties was 4.6 MBOE/d as of the acquisition effective date. We funded the cash portion of the
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purchase price with the net proceeds from a public offering of common stock and a private placement of 7%
Senior Subordinated Notes due 2014.

Postle Properties. On August 4, 2005, we acquired the operated interest in producing oil and gas
fields located in the Oklihoma Panhandle. The purchase price was $343.0 million for estimated proved
reserves of 40.3 MMBOE as of the acquisition effective date of July 1, 2005, resulting in a cost of $8.52 per
BOE of estimated proved reserves. The average daily production from the properties was 4.2 MBOE/d as of
the acquisition effective date. Proved developed reserve quantities represented 57% of the total proved
reserves acquired. We funded the acquisition through borrowings under our credit agreement.

Limited Partnership [nterests. On June 23, 2005, we acquired all of the limited partnership interests
in three institutional partnerships managed by our wholly-owned subsidiary Whiting Programs, Inc. The
partnership properties were located in Louisiana, Vexas, Arkansas, Oklahoma and Wyoming. The purchase
price was $30.5 million for estimated proved reserves of 2.9 MMBOE as of the acquisition effective date of
January 1, 2005, resulting in a cost of $10.52 per BOE of estimated proved reserves. Proved developed
reserve quantities represented 99% of the total proved reserves acquired. The average daily production from
the properties was 0.7 MBOE/d as of the acquisition effective date. We funded the acquisition with cash on
hand.

Green River Basin. On March 31, 2005, we acquired operated interests in five producing gas fields
in the Green River Basin of Wyoming. The purchase price was $65.0 million for estimated proved reserves
of 8.4 MMBOE as of the acquisition effective date of March 1, 2005, resulting in a cost of $7.74 per BOE of
estimated proved reserves. Proved developed reserve quantities represented 68% of the total proved reserves
acquired. The average (Ilaily production from the properties was 1.1 MBOE/d as of the acquisition effective
date. We funded the acquisition though borrowings under our credit agreement and with cash on hand.

Divestitures

On July 17, 2007, we sold our approximate 50% non-operated working interest in several gas fields
located in the LaSalle and Webb Counties of Texas for total cash proceeds of $40.1 million, resulting in a
pre-tax gain on sale of $29.7 million. The divested propertics had estimated proved reserves of 2.3 MMBOE
as of December 31, 2006, adjusted to the July 1, 2007 divestiture effective date, thereby yielding a sale price
of $17.77 per BOE. The June 2007 average daily net production from these fields was 0.8 MBOE/d.

During 2007, we sold our interests in several non-core properties for an aggregate amount of
$12.5 million in cash for total estimated proved reserves of 0.6 MMBOE as of the divestitures” effective
dates, or $18.82 per BOE. No gain or loss was recognized on the sales. These properties are located in
Colorado, Louisiana, Michigan, Montana, New Mexico, North Dakota, Oklahoma, Texas and Wyoming.
The average daily net production from the divestzd property interests was 0.3 MBOE/d as of the dates of
disposition.

During 2006, we sold our interests in several non-core properties for an aggregate amount of $24.4
million in cash for total estimated proved reserves of 1.4 MMBOE as of the divestitures’ effective dates. The
divested properties included interests in the Cessford field in Alberta, Canada; Permian Basin of West Texas
and New Mexico; and the Ashley Valley field in Uintah County, Utah. The average net production from the
divested property interests was 0.4 MBOE/d as of the dates of disposition, and we recognized a pre-tax gain
on sale of $12.1 million related to these divestitures.




Exploration and Impairment Costs. Our exploration and impairment costs increased $2.8 million in
2007 as compared to 2006. The components of exploration and impairment costs were as follows (in
thousands):

Year Ended December 31,

2007 2006
EXPLOTALION 1.vevevivivee et eree s seeserasee s es et ess e $ 27,344 $ 30,079
IMPAITMENT ..ottt e ern s 9,979 4,455
TOUAL ..ottt e n e n e rea $ 37,323 $ 34,534

During 2007, we participated in a non-operated exploratory well drilled in the Gulf Coast region that
resulted in an insignificant amount of dry hole expense. In 2006, we drilled three exploratory dry holes in
the Rocky Mountains region, one exploratory dry hole in the Gulf Coast region and one exploratory dry hole
in the Mid-Continent region, totaling $7.2 million. This reduction in exploratory dry hole expense was
partially offset by an increase in geological and geophysical (“G&G”) activity during 2007. G&G costs
amounted to $15.7 million during 2007, as compared to $12.2 million in 2006. Impairment charges in 2007
and 2006 relate to the amortization of leasehold costs associated with individually insignificant unproved
properties. The increase in impairment of $5.5 million is due to an additional $35.1 million of unproved
property costs being amortized during the year ended December 31, 2007, as compared to the same period in
2006.

General and Administrative Expenses. We report general and administrative expenses net of third
party reimbursements and internal allocations. The components of our general and administrative expenses
were as follows {in thousands):

Year Ended December 31,

2007 2006
General and administrative eXPenses .......oocoovveeeeerrnrerniecenienennee $ 72,008 $ 60,972
Reimbursements and allocations ..o (32,962) (23,164)
General and administrative eXpenses, net...........cco.occoveierivrunnnn. $ 39,046 $ 37,808

General and administrative expenses before reimbursements and allocations increased $11.0 million
to $72.0 million during 2007. The largest components of the increase related to $7.5 million of additional
salaries and wages for personnel hired during the past twelve months and $2.9 million in incremental
distributions under our Production Participation Plan, attributable primarily to the Company’s 2007 oil and
gas property divestitures. The increase in reimbursements and allocations in 2007 was caused by increased
salary expenses and a higher number of field workers on operated properties. In addition during the fourth
quarter of 2006, we revised our labor billing practices to better conform to COPAS guidelines. These
changes in labor billing practices resulted in higher reimbursements and allocations and, therefore, higher
amounts of lease operating expense being allocated to us and charged to our joint interest owners on
properties we operate. Our net general and administrative expenses as a percentage of oil and gas sales
remained consistent at 5% for both 2007 and 2006.

Change in Production Participation Plan Liability. For the year ended December 31, 2007, this
non-cash expense increased $2.4 million to $8.6 million. This expense represents the change in the vested
present value of estimated future payments to be made to participants after 2008 under our Production
Participation Plan (“Plan”). Although payments take place over the life of the Plan’s oil and gas properties,
which for some properties is over 20 years, we must expense the present value of estimated future payments
over the Plan’s five year vesting period. This expense in 2007 and 2006 primarily reflects changes to future
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purchase price with the net proceeds from a public offering of common stock and a private placement of 7%
Senior Subordinated Notes due 2014.

Postle Properties. On August 4, 2005, we acquired the operated interest in producing oil and gas
fields located in the Oklahoma Panhandle. The purchase price was $343.0 million for estimated proved
reserves of 40.3 MMBOE as of the acquisition effective date of July 1, 2005, resulting in a cost of $8.52 per
BOE of estimated proved reserves. The average daily production from the properties was 4.2 MBOE/d as of
the acquisition effective date. Proved developed reserve quantities represented 57% of the total proved
reserves acquired. We funded the acquisition through borrowings under our credit agreement.

Limited Partnership Interests. On June 23, 2005, we acquired all of the limited partnership interests
in three institutional partnerships managed by our wholly-owned subsidiary Whiting Programs, Inc. The
partnership properties were located in Louisiana, Texas, Arkansas, Oklahoma and Wyoming. The purchase
price was $30.5 million for estimated proved reserves of 2.9 MMBOE as of the acquisition effective date of
January 1, 2005, resulting in a cost of $10.52 per BOE of estimated proved reserves. Proved developed
reserve quantities represented 99% of the total proved reserves acquired. The average daily production from
the properties was 0.7 MBOE/d as of the acquisition effective date. We funded the acquisition with cash on
hand.

Green River Basin. On March 31, 2005, we acquired operated interests in five producing gas fields
in the Green River Basin of Wyoming, The purchase price was $65.0 million for estimated proved reserves
of 8.4 MMBOE as of the acquisition effective date of March 1, 2005, resulting in a cost of $7.74 per BOE of
estimated proved reserves. Proved developed reserve quantities represented 68% of the total proved reserves
acquired. The average daily production from the properties was 1.1 MBOE/d as of the acquisition effective
date. We funded the acquisition though borrowings under our credit agreement and with cash on hand.

Divestitures

On July 17, 2007, we sold our approximate 50% non-operated working interest in several gas ficlds
located in the LaSalle and Webb Counties of Texas for total cash proceeds of $40.1 million, resulting in a
pre-tax gain on sale of $29.7 million. The divested properties had estimated proved reserves of 2.3 MMBOE
as of December 31, 2006, adjusted to the July 1, 2007 divestiture effective date, thereby yielding a sale price
of $17.77 per BOE. The June 2007 average daily net production from these fields was 0.8 MBOE/d.

During 2007, we sold our interests in several non-core properties for an aggregate amount of
$12.5 million in cash for total estimated proved reserves of 0.6 MMBOE as of the divestitures’ effective
dates, or $18.82 per BOE. No gain or loss was recognized on the sales. These properties are located in
Colorado, Louisiana, Michigan, Montana, New Mexico, North Dakota, Oklahoma, Texas and Wyoming.
The average daily net production from the divested property interests was 0.3 MBOE/d as of the dates of
disposition.

During 2006, we sold our interests in several non-core properties for an aggregate amount of $24.4
million in cash for total estimated proved reserves of 1.4 MMBOE as of the divestitures’ effective dates. The
divested properties included interests in the Cessford field in Alberta, Canada; Permian Basin of West Texas
and New Mexico; and the Ashley Valley field in Uintah County, Utah. The average net production from the
divested property interests was 0.4 MBOE/d as of the dates of disposition, and we recognized a pre-tax gain
on sale of $12.1 million related to these divestitures.
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Results of Operations

The following table sets forth selected operating data for the periods indicated:

Year Ended December 31,
2007 2006 2005
Net production:
Ol {(MMDBDIS) ...ttt ettt enere e 9.6 9.8 7.0
Natural gas (Bef).ccovvvuiiicci et e 30.8 321 30.3
Total production (MMBOE) ..ot 14.7 15.2 12.1
Net sales (in millions):
Lo 1) K€ ) YOS $ 6185 S 5612 § 3604
NZIUTAL ZAS (1)-eeeeceieriieiscieeieeee e teses st ecaeiaee 190.5 211.9 212.8
Total oil and natural gas sales...........ccocririeni it $§ 809.0 § 773.1 $ 5732
Average sales prices:
Ol (PEr BBE) ..ottt $ 6457 § 5727 § 51.26
Effect of oil hedges on average price (per Bbl) ......cccovviiiiinnnn (2.21) (0.95) (2.72)
Oil net of hedging (per Bbl)........coooocvviieiieccvcee e § 6236 § 5632 § 48.54
AVErAEE NYMEX PICE oovvvveeeerenmreeeeeeeeeeseesessereseeseessesseseseeseerees $ 7230 S 6625 S 5661
Natural gas (per Mo} ..o $ 619 § 659 % 7.03
Effect of natural gas hedges on average price (per Mcf) ................ - 0.06 (0.47)
Natural gas net of hedging (per Mcf) ..o $ 619 $ 665 § 656
Average NYMEX PriCe ..oovoviiiiiicee et eae e $ 68 § 723 § B.64
Cost and expense (per BOE):
Lease Operating EXpenses .. ...ccoviveirrrcrererressieseeaersssessssiees s $§ 1420 § 12,12 § 924
Production taXES .......vceviverercrrerinreereseceeserereeseeses e ereesereieneesees $§ 35 § 311 § 299
Depreciation, depletion and amortization expense ..............coccoeu... $ 1311 § 1074 § 8.08
General and adminisStrative eXPENSES ........oviveeereoeecvreeeriveseeenseansans $ 266 $§ 249 § 253

(1) Before consideration of hedging transactions.
Year Ended December 31, 2007 Compared 1o Year Ended December 31, 2006

Qil and Natural Gas Sales. Our oil and natural gas sales revenue increased $35.9 million to $809.0
mitlion in 2007 compared to 2006. Sales are a function of volumes sold and average sales prices. Our oil
sales volumes decreased 2% and our gas sales volumes decreased 4% between periods. The volume declines
resulted in part from property sales, production shut-ins due to delays at third-party refineries, and normal
field production decline, which factors were partially offset by production increases from development
activities. Our 2007 and 2006 property divestitures resulted in a decline of approximately 317 MBOE, 48%
of which related to natural gas. Approximately 34 MBOE of production from the Postle field was shut-in or
restricted from February 19 through March 8, 2007 due to a fire at a third-party refinery, and approximately
32 MBOE of production from the Boies Ranch field was restricted from July 28 to November 18, 2007 due
to repairs at the field’s gas processing plant. During 2007, we also converted several production welis to
injectors at our North Ward Estes field, as the Phase [ area of the reservoir was pressured up in preparation
for CO; injection. Our average price for oil before effects of hedging increased 13% and our average price
for natural gas before effects of hedging decreased 6% between periods.

Loss on Qil and Natural Gas Hedging Activities. We hedged 53% of our oil volumes during 2007,
incurring derivative settlement losses of $21.2 million, and 54% of our oil volumes during 2006, incurring
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derivative scttlement losses of $9.4 million. W2 hedged 16% of our gas volumes during 2007, incurring no
realized hedging gains or losses, and 59% of our gas volumes during 2006, resulting in derivative settlement
gaing of $1.9 million. See Item 7A, “Qualitativ2 and Quantitative Disclosures About Market Risk™ for a list
of our outstanding oil hedges as of January 1, 2008.

Gain on Sale of Properties. During 2007, we sold our interests in several non-core properties for an
aggregate amount of $52.6 million in cash, resulting in a pre-tax gain on sale of $29.7 million. Dunng 2006,
we sold our interests in several non-core properties for an aggregate amount of $24.4 million in cash and
recognized a pre-tax gain on sale of $12.1 million.

Lease Operating Expenses. Our 2007 lcase operating expenses were $208.9 million, a $25.2 million
increase over 2006. Our lease operating expense as a percentage of oil and gas sales increased from 24%
during 2006 to 26% during 2007, and our leasc: operating expenses per BOE increased from $12.12 during
2006 to $14.20 during 2007, The increase of 17% on a BOE basis was primarily caused by a high level of
workover activity, inflation in the cost of oil field goods and services, and a change in labor billing practices.
Workovers amounted to $17.4 million in 2007, as compared to $8.9 million of workover activity during
2006. The cost of oil field goods and services increased due to a higher demand in the industry. In addition,
during the fourth quarter of 2006, we revised our labor billing practices to better conform to Council of
Petroleum Accountants Societies (“COPAS”) guidelines. This change in labor billing practices resulted in
lower net general and administrative expense and higher amounts of Icasc operating expense being charged
to us and our joint interest owners on properties we operate.

Production Taxes. The production taxes we pay are generally calculated as a percentage of oil and
gas sales revenue before the effects of hedging. We take full advantage of all credits and exemptions
allowed in our various taxing jurisdictions. Our production taxcs for 2007 and 2006 were 6.5% and 6.1%,
respectively, of oil and gas sales. The 2007 rate was greater than the 2006 rate due to the change in property
mix associated with recent divestitures in low tax jurisdictions and drilling successes in higher tax
jurisdictions.

Depreciation, Depletion and Amortization. Depreciation, depletion and amortization expense
(“DD&A™) increased $30.0 million to $192.8 million during 2007, as compared to $162.8 million for the
same period in 2006. On a BOE basis, our DD&A rate increased from $10.74 during 2006 to $13.11 in
2007. The primary factors causing this rate increase were (1) $529.3 million in driiling expenditures
incurred during the past 12 months in relation to net oil and gas reserve additions over the same time period,
and (2) the significant expenditures necessary to develop proved undeveloped reserves, particularly related to
the enhanced oil recovery projects in the Postle and North Ward Estes ficlds, whereby the development of
proved undeveloped reserves does not increase existing quantities of proved reserves. Under the successful
cfforts method of accounting, costs to develop proved undeveloped reserves are added into the DD&A rate
when incurred. The components of our DD&A :zxpense were as follows (in thousands):

Year Ended December 31,

2007 2006
DEPletion ....oeiiieciiiceceie et $ 186,838 $ 157,868
DePreCialion ..o.oooviiicie e cees et erereartesesearaenarenieans 3,123 2,675
Accretion of assel relirement obligations .............o.cocooereeerrieenen. 2,850 2,288
TOMAL e sty eaess st et $ 192,811 $ 162,831

45



Exploration and Impairment Costs. Our exploration and impairment costs increased $2.8 million in
2007 as compared to 2006. The components of exploration and impairment costs were as follows (in
thousands):

Year Ended December 31,

2007 2006
EXPlOTAtION .ovvceccceec et e e $ 27,344 $ 30,079
TIPAITINEN ... enars e 9.979 4,453
TOAL cooeee ettt en e an e $ 37,323 $ 34,534

During 2007, we participated in a non-operated exploratory well drilled in the Gulf Coast region that
resulted in an insignificant amount of dry hole expense. In 2006, we drilled three exploratory dry holes in
the Rocky Mountains region, one exploratory dry hole in the Gulf Coast region and one exploratory dry hole
in the Mid-Continent region, totaling $7.2 million. This reduction in exploratory dry hole expense was
partially offset by an increase in geological and geophysical (“G&G”) activity during 2007. G&G costs
amounted to $15.7 million during 2007, as compared to $12.2 million in 2006. Impairment charges in 2007
and 2006 relate to the amortization of leasechold costs associated with individually insignificant unproved
properties. The increase in impairment of $5.5 million is cue to an additional $35.1 million of unproved
property costs being amortized during the year ended December 31, 2007, as compared to the same period in
2006.

General and Administrative Expenses. We report general and administrative expenses net of third
party reimbursements and internal allocations. The components of our general and administrative expenses
were as follows (in thousands):

Year Ended December 31,

2007 2006
General and adminiStrative EXPenSes .........ceiveiverrerreriereeeaerienrareeens $ 72,008 $ 60,972
Reimbursements and allocations ...............cccoueceerooereiueeeeeeeeeeees e, (32,962) (23,164)
General and administrative €Xpenses, NEt.......ccovvvevreeerrrnrvrnnen, $ 39,046 $ 37,808

General and administrative expenses before reimbursements and allocations increased $11.0 million
to $72.0 million during 2007. The largest components of the increase related to $7.5 million of additional
salaries and wages for personnel hired during the past twelve months and $2.9 million in incremental
distributions under our Production Participation Plan, attributable primarily to the Company’s 2007 oil and
gas property divestitures. The increase in reimbursements and allocations in 2007 was caused by increased
salary expenses and a higher number of field workers on operated properties. In addition during the fourth
quarter of 2006, we revised our labor billing practices to better conform to COPAS guidelines. These
changes in labor billing practices resulted in higher reimbursements and allocations and, therefore, higher
amounts of lease operating expense being allocated to us and charged to our joint interest owners on
properties we operate. Our net general and administrative expenses as a percentage of oil and gas sales
remained consistent at 5% for both 2007 and 2006.

Change in Production Participation Plan Liability. For the year ended December 31, 2007, this
non-cash expense increased $2.4 million to $8.6 million. This expense represents the change in the vested
present value of estimated future payments to be made to participants after 2008 under our Production
Participation Plan (“Plan™). Although payments take place over the life of the Plan’s oil and gas properties,
which for some properties is over 20 years, we must expense the present value of estimated future payments
over the Plan’s five year vesting period. This expense in 2007 and 2006 primarily reflects changes to future

46




-cash flow estimates and related Plan liability due to the effect of a sustained higher price environment, recent
drilling activity and employees’ continued vesting in the Plan. For the year ended December 31, 2007, the
five-year average historical NYMEX prices used to estimate this liability increased $8.58 for crude oil and
$0.67 for natural gas, as compared to increases of $7.40 for crude oil and $0.52 for natural gas for the year
ended December 31, 2006. Assumptions that are “1sed to calculate this liability are subject to estimation and
will vary from year to year based on the current market for oil and gas, discount rates and overall market
conditions.

Interest Expense. The components of our interest expense were as follows (in thousands):

Year Ended December 31,
2007 2006
Credit ABTEEMENE ...ccvevevieierieeeeceeieerveee e eescarearsssras e sasesesreans $ 24,428 $ 21,478
Senior Subordinated NOLES ......ooeviieiee et 44,691 44,530
Amortization of debt issue costs and debt discount.........cccovvvvevvenenn. 5,022 5,208
Accretion of tax sharing Rability ......ccocooireireirviniionionenn 1,505 2,016
L6 1T OO 522 813
Capitalized INTEIESt ......eeeeeceeeeeee e e e rescenes s (3,664) (556)
Total Interest XPeNSe. ...c.ooiirieieeeeee et $ 72,504 $ 73,489

The decrease in interest expense was due to increased capitalized interest on the construction and
expansion of processing facilities. This decrease was partially offset by increased interest expense on our
credit agreement as a result of additional borrowings outstanding in 2007, as well as higher weighted average
interest rates on our debt during 2007,

Our weighted average debt outstanding during 2007 was $964.4 million versus $945.3 million during
2006. Our weighted average effective cash inter2st rate was 7.2% during 2007 versus 7.0% during 2006.
After inclusion of non-cash interest costs related to the amortization of debt issue costs and debt discount and
the accretion of the tax sharing hability, our weighted average effective all-in interest rate was 7.7% during
2007 versus 7.5% during 2006.

Income Tax Expense. Income tax expense totaled $76.6 million for 2007 and $76.9 million for 2006.
Our effective income tax rate increased from 33.0% for 2006 to 37.0% for 2007. Our effective income tax
rate was higher for 2007 primartly due to several non-recurring benefits recognized in 2006 consisting of: a
$4.3 million deferred tax benefit for 2005 enhanced oil recovery (“EOR™} tax credits; a $2.3 million benefit
relating to a true-up of our effective tax rate to our 2005 state returns as filed; and deferred tax benefits of
$1.2 million as a result of state tax legislation enacted in 2006. In addition, we incurred incremental income
tax of $1.5 million during 2007 relating to an adjustment of prior year’s tax expense upon filing our 2006
returns. This expense was partially offset by a $(1.6 million net deferred tax benefit recognized in 2007 for
EOR credits relating to 2003 and 2004,

EOR credits are a credit against federal income taxes for certain costs related to extracting high-cost
oil, utilizing certain prescribed “enhanced” tertiary recovery methods. Federal EOR credits are subject to
phase-out according to the level of average domestic crude prices. Due to recent high oil prices, the EOR
credit was phased-out for 2007 and 2006.

The current portion of income tax expensz was $0.6 million for 2007 compared to $12.3 million in

2006. We expect to report a net operating loss in our 2007 returns, mainly due to intangible drilling
deductions allowed.
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Net Income. Net income decreased from $156.4 million in 2006 to $130.6 million for 2007. The
primary reasons for this decrease include a 3% decrease in equivalent volumes sold, a 7% decrease in gas
prices (net of hedging) between periods, higher lease operating expenses, production taxes, DD&A,
exploration and impairment, general and administrative ¢xpenses, and change in Production Participation
Plan liability. The decreased production and gas prices and increased expenses were partially offset by an
11% increase in oil prices (net of hedging) between periods, a higher gain on sale of properties, and lower
interest expense and income taxes in 2007.

Year Ended December 31, 2006 Compared to Year Ended December 31, 2005

Qil and Natural Gas Sales. Our oil and natural gas sales revenue increased $199.9 million to $773.1
million in 2006 as compared to 2005. Sales are a function of volumes sold and average sales prices. Our oil
sales volumes increased 39% and our gas sales volumcs increased 6% between periods. The volume
increases resulted from acquisitions completed in 2005 and 2006 and successful drilling activities during
2006, which produced new sales volumes that more than offset normal field production decline. Our average
price for oil before effects of hedging increased 12% and our average price for natural gas before effects of
hedging decreased 6% between periods.

Loss on Qil and Natural Gas Hedging Activities. We hedged 54% of our oil volumes during 2006,
incurring derivative settlement losses of $9.4 million, and 58% of our oil volumes during 2005, incurring
derivative settlement losses of $19.1 million. We hedged 59% of our gas volumes during 2006 incurring
derivative settlement gains of $1.9 million, and 60% of our gas volumes during 2005, incurring derivative
settlement losses of $14.3 million.

Gain on Sale of Properties. During 2006, we sold our interests in several non-core properties for an
aggregate amount of $24.4 million in cash and recognized a pre-tax gain on sale of $12.1 million. The
divested properties included interests in the Cessford field in Alberta, Canada; Permian Basin of West Texas
and New Mexico; and the Ashley Valley field in Uintah County, Utah. There was no gain or loss on sale of
properties during 2005.

Lease Operating Expenses. Our lease operating expenses increased $72.1 million to $183.6 million
in 2006 as compared to 2005. The increase resulted primarily from costs associated with new property
acquisitions during 2005 and 2006 and successful drilling activities during 2006. Our lease operating
expense as a percentage of oil and gas sales increased from 19% during 2005 to 24% during 2006. Our lease
operating expenses per BOE increased from $9.24 during 2005 to $12.12 during 2006. The increase of 31%
on a BOE basis was primarily caused by inflation in the cost of oil field goods and services, a high level of
workover activity on recently acquired properties, increased costs related to tertiary recovery projects, a
change in labor billing practices and higher energy costs. Oil field goods and services increased due to a
higher demand in the industry. Workovers amounted to $&.9 million in 2006, as compared to $3.9 million of
workover activity during 2005. In addition, during the fourth quarter of 2006, we revised our labor billing
practices to better conform to COPAS guidelines. This change in labor billing practices resulted in lower net
general and administrative expense and higher amounts of lease operating expense being charged to us and
our joint interest OWners on properties we operate.

Production Taxes. The production taxes we pay are generally calculated as a percentage of oil and
gas sales revenue before the effects of hedging. We take full advantage of all credits and exemptions
allowed in our various taxing jurisdictions. QOur production taxes for 2006 and 2005 were 6.1% and 6.3%,
respectively, of oil and gas sales. The 2006 rate was lower than the 2005 rate due to the change in property
mix associated with recent acquisitions.
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Depreciation, Depletion and Amortization.  Depreciation, depletion and amortization expense
(“DD&A™) increased $65.2 million to $162.8 million during 2006, as compared to $97.6 million for 2005.
The increase resulted from higher production volumes in 2006 and an increase in our DD&A rate. On a
BOE basis, our DD&A rate increased from $8.08 during 2005 to $10.74 in 2006. The primary factors
causing this rate increase were higher drilling expenditures, downward oil and gas reserve revisions, and an
increased level of expenditures to develop proved undeveloped reserves, particularly related to the enhanced
oil recovery projects in the Postle and North Ward Estes fields where the development of undeveloped
reserves does not increase existing proved reserves. Under the successful efforts method of accounting, costs
to develop proved undeveloped reserves are added into the DD&A rate when incurred. Also contributing to
our higher DD&A rate was the association of all 2005 property acquisition costs with proved reserves and
none with unproved reserves, thereby including all such costs in our DD&A rate immediately when incurred.
The components of our DD&A expense were as follows (in thousands):

Year Ended December 31,

2006 2005
DEPLEtION ..ovoeeeeeee e $ 157.868 $ 93818
DEpreciation ...ttt e et s 2,675 1,457
Accretion of asset retirement Obligations ..........c.ccvcovevvrecrivneerisnnanne. 2,288 2,364
TOUAL oottt et eeee et een s ese s et eee et eeneaeeeenannnes $ 162,831 § 97,639

Exploration and Impairment Costs. Our exploration and impairment costs increased $17.8 million to
$34.5 million in 2006 compared to 2005. The cornponents of our exploration and impairment costs were as
follows (in thousands):

Year Ended December 31,

2006 2005

EXPLOTALION ..ottt ettt ebe ettt s ebaa e $ 30,079 $ 14,665
IMPAIMTENE ....vovo e et 4,455 2,034
TOLRL oottt es et eem et ene eeemeseaees e e et $ 34,534 $ 16,699

Higher exploration costs resulted from three exploratory dry holes drilled in the Rocky Mountains
region, one exploratory dry hole drilled in the Gulf Coast region and one exploratory dry hole drilled in the
Mid-Continent region in 2006, totaling $7.2 million. In 2005, we drilled a total of seven exploratory dry
holes, totaling $4.0 million. We incurred $12.2 miltion in geological and geophysical expenses during 2006,
up $7.4 million from 2005. We also hired additicnal exploration personnel to support the increased drilling
budget from $223.6 million in 2005 to $455.0 million in 2006, resulting in an additional $4.0 million of
exploration expense. The impairment charge in 2006 consisted of $3.7 million in amortized leasehold costs
associated with individually insignificant unproved properties and $0.8 million in proved property
impairments. The impairment charge in 2005 related to unrecoverable costs associated with our investment
in the Cherokee Basin in Kansas,
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General and Administrative Expenses. We report general and administrative expenses net of third
party reimbursements and internal allocations. The components of our general and administrative expenses
were as follows (in thousands):

Year Ended December 31,
2006 2005
General and administrative eXpenses ............ccovevvvirecrcreevversveaenns $ 60,972 $ 42,594
Reimbursements and alloCAHONS ...vv.vvrereeriioeeseienseinessessesiessseseneoes (23,164) (11,987)
General and administrative expenses, Net.............cc.ccccoveervenn..e. $ 37,808 $ 30,607

General and administrative expenses before reimbursements and allocations increased $18.4 million
to $61.0 million during 2006. The largest components of the increase related to higher costs for personnel
salaries, benefits and related taxes of $13.6 million and an increase in the 2006 accrual for cash payments
under our Production Participation Plan of $3.6 million. Personnel salary expenses were higher in 2006 due
to an increase in our employee base resulting from our continued growth. The increased cost of the
Production Participation Plan was caused primarily by higher 2006 production volumes and higher average
sales prices on crude oil between years. The increase in reimbursements and allocations in 2006 was caused
by increased salary expenses and a higher number of ficld workers on operated properties, due to recent
acquisitions and drilling activities during 2006. In addition, during the fourth quarter of 2006, we revised our
labor billing practices to better conform to COPAS guidelines. This change in labor billing practices resulted
in higher reimbursements and allocations and, therefore, higher amounts of lease operating expense being
charged to us and our joint interest owners on properties we operate. Our net general and administrative
expenses as a percentage of oil and gas sales remained consistent at 5% for both 2006 and 2005,

Change in Production Participation Plan Liability. For the year ended December 31, 2006, this
non-cash expense decreased by $3.5 million to $6.2 million. This expense represents the change in the
vested present value of estimated future payments to be made to participants after 2007 under our Production
Participation Plan (“Plan”). Alithough payments take place over the life of oil and gas properties contributed
to the Plan, which for some properties is over 20 years, we must expense the present value of estimated
future payments over the Plan’s five year vesting period. This expense in 2006 and in 2005 primarily reflects
changes to future cash flow estimates and related Plan liability due to the effect of a sustained higher price
environment, recent driiling activity, and employees’ continued vesting in the Plan. For the year ended
December 31, 2006, the five-year average historical NYMEX prices used to estimate this liability increased
$7.40 for crude oil and $0.52 for natural gas, as compared to increases in PPP pricing utilized of $15.01 for
crude oil and $2.75 for natural gas for the year ended Dacember 31, 2005. Assumptions that are used to
calculate this liability are subject to estimation and will vary from year to year based on the current market
for oil and gas, discount rates and overall market conditions.

Interest Expense. The components of our interest expense were as follows (in thousands):

Year Ended December 31,

2006 2005

Credit AGrEEMENL .vivviiiieiicerie vt se s e e e re b e e rerens $ 21,478 $ 9,997
Senior Subordinated NOteS ...oooiii et eeeaee e 44,530 25,109
Amortization of debt issue costs and debt discount..............c.ccenee. 5,208 4,076
Accretion of tax sharing liability ..o e 2,016 2,725
L0137 TP 813 138
Capitalized INLEIESE ......vvvveetieerecers ittt ses et enes s (556) -

Total Interest @XPCNSE....c.cvvvviiiieciir e ra s rere e siba b seres 5 73.489 § 42,045
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The increases in interest expense and amortization of debt issue costs and debt discount were mainly
due to the April 2005 1ssuance of $220.0 million 7.25% Senior Subordinated Notes duc 2013, the October
2005 issuance of $250.0 million 7% Senior Subordinated Notes due 2014, and additional borrowings
outstanding in 2006 under our credit agreement. We also experienced higher weighted average interest rates
on our debt during 2006,

Our weighted average debt outstanding during 2006 was $945.3 million versus $553.0 million during
2005. Our weighted average effective cash interest rate was 7.0% dunng 2006 versus 6.4% during 2005.
After inclusion of non-cash interest costs related to the amortization of debt issue costs and debt discount and
the accretion of the tax sharing liability, our weighted average effective all-in interest rate was 7.5% during
2006 versus 7.2% during 2005.

Income Tax Expense. Income tax expense totaled $76.9 million for 2006 and $74.2 million for 2005.
Our cffective income tax rate decreased from 37.8% for 2005 to 33.0% for 2006. QOur effective income tax
rate was higher for 2006 primarily due to several non-recurring benefits recognized in 2006 consisting of: a
$4.3 million deferred tax benefit for 2005 enhancad oil recovery (“EOR™} tax credits; a $2.3 million benefit
relating to a true-up of our effective tax rate to our 2005 state rcturns as filed; and deferred tax benefits of
$1.2 million as a result of state tax legislation enacted in 2006.

EOR credits arc a credit against federal income taxes for certain costs related to extracting high-cost
oil, utilizing certain prescribed “enhanced” tertiary recovery methods. Federal EOR credits are subject to
phase-out according to the level of average domestic crude prices. Due to recent high oil prices, the EOR
credit was phased-out for 2006.

The current portion of income tax expense was $12.3 million for 2006 compared to $8.5 million in
2005. In 2006, we reported a tax loss on our 2005 federal return, primarily due to intangible drilling
deductions allowed, which resulted in a federal tax refund of $4.7 million.

Net Income. Net income increased from $121.9 million in 2005 to $156.4 million for 2006. The
primary reasons for this increase included a 26% increase in equivalent volumes sold, a 14% increase in oil
and gas prices net of hedging between periods, <ertain income tax benefits recognized during 2006 and a
gain on sale of oil and gas properties. These increases were partially offset by higher lease operating
expenses, production taxes, DD&A, exploration and impairment, general and administrative and interest
expenses in 2006 resulting from our continued growth.

Liquidity and Capital Resources

Overview. At December 31, 2007, our debt to total capitalization ratio was 36.8%, we had $14.8
million of cash on hand and $1,490.8 million of stockholders’ equity. At December 31, 2006, our debt to
total capitalization ratio was 45.6%, we had $10.4 million of cash on hand and $1,186.7 million of
stockholders’ equity. In 2007, we generated $394.0 million of cash provided by operating activities, a
decrease of $17.2 million from 2006. Cash provided by operating activities decreased primarily because of
higher operating costs, lower production as a result of our recent dispositions, and lower average sales prices
for natural gas, partially offset by higher average sales prices for crude oil. We also generated $77.3 million
from financing activities primarily consisting of $210.4 million in net proceeds received from the issuance of
our common stock, offset by net repayments under our credit agreement totaling $130.0 millton. Cash flows
from operating and financing activities, as well proceeds from property divestitures, were primarily used to
finance $525.3 million of exploration and development expenditures paid in 2007 and $21.6 miilion of cash
acquisition capital expenditures, including the Parshall Prospect in North Dakota. The following chart
details our exploration and development expenditures incurred by region during 2007 (in thousands):
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Drilling and

Development Exploration Total % of
Expenditures Expenditures Expenditures Total
Rocky Mountains .......c........... $ 179,043 § 15199 S 194,242 35%
Permian Basin ......ccc..cccev v 179,715 4,737 184,452 33%
Mid-Continent ............ccceoeee... 131,936 1,819 133,755 24%
Gulf Coast ...oorvririririeccieen 18,995 4,548 23,543 4%
Michigan ......cccooevvieiceeeeeien. 19,613 1,040 20,653 4%
Total incurred......coovvceeneeee. 529,302 27,343 556,645 100%
Increase in accrued capital
expenditures...........ocoeinns (31,314) - (31,314)
Total paid........coconiriccncnee. 497,988 27,343 $ 525331

We continually evaluate our capital needs and compare them to our capital resources. Our 2008
budgeted exploration and development expenditures for the further development of our property base are
$640.0 million, an increase from the $556.6 million incurred on exploration and development expenditures
during 2007, primarily due to additional drilling opportunities that have been identified in our Robinson Lake
area in the Williston Basin, our Boies Ranch and Jimmy Gulch prospect areas in the Piceance Basin, and
other core areas. Although we have no specific budget for property acquisitions in 2008, we will continue to
selectively pursue property acquisitions that complement our existing core property base. We expect to fund
our 2008 exploration and development expenditures from internally generated cash flow, cash on hand, and
borrowings under our credit agreement. We believe that should attractive acquisition opportunities arise or
exploration and decvelopment expenditures exceed $640.0 million, we will be able to finance additional
capital expenditures with cash on hand, cash flows from operating activities, borrowings under our credit
agreement, issuances of additional debt or equity securities, or agreements with industry partners. Our level
of exploration and development expenditures is largely discretionary, and the amount of funds devoted to
any particular activity may increase or decrease significantly depending on available opportunities,
commodity prices, cash flows and development results, among other factors. We believe that we have
sufficient liquidity and capital resources to execute our business plans over the next 12 months and for the
foreseeable future.

Credit Agreement. Our wholly-owned subsidiary, Whiting Oil and Gas Corporation (“Whiting Oil
and Gas”) has a $1.2 billion credit agreement with a syndicate of banks that, as of December 31, 2007, had a
borrowing base of $900.0 million with $250.0 million in borrowings outstanding, leaving $650.0 million of
available borrowing capacity. The borrowing base under the credit agreement is determined at the discretion
of the lenders, based on the collateral value of our proved reserves that have been mortgaged to our lenders
and is subject to regular redeterminations on May | and November | of each year, as well as special
redeterminations described in the credit agreement.

The credit agreement provides for interest only payments until August 31, 2010, when the entire
amount borrowed is due. Whiting Oil and Gas may, throughout the five-year term of the credit agreement,
borrow, repay and re-borrow up to the borrowing base in effect at any given time. The lenders under the
. credit agreement have also committed to issue letters of credit for the account of Whiting Oil and Gas or
other designated subsidiaries of ours in an aggregate amount not to exceed $50.0 million. As of
December 31, 2007, letters of credit totaling $0.2 million were outstanding under the credit agreement.

Interest accrues at Whiting Oil and Gas’ option at either (1) the base rate plus a margin, where the
base rate is defined as the higher of the prime rate or the federal funds rate plus 0.5% and the margin varies
from 0% to 0.5% depending on the utilization percentage of the borrowing base, or (2) at the LIBOR rate
plus a margin, where the margin varies from 1.00% to 1.75% depending on the utilization percentage of the
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borrowing base. We have consistently chosen the LIBOR rate option since it delivers the lowest effective
interest rate. Commitment fees of 0.25% to 0.375% accrue on the unused portion of the borrowing base,
depending on the utilization percentage and are included as a component of interest expense. At
December 31, 2007, the effective weighted average interest rate on the outstanding principal balance under
the credit agreement was 6.1%. At December 31, 2007, we locked in this LIBOR option at a rate of 5.92%
through January 31, 2008. On January 31, 2008, she LIBOR option rate was reset to 4.27% through March
31, 2008.

The credit agreement contains restrictive covenants that may limit our ability to, among other things,
pay cash dividends, incur additional indebtedness, sell assets, make loans to others, make investments, enter
into mergers, enter into hedging contracts, change material agreements, incur liens and engage in certain
other transactions without the prior consent of the lenders and requires us to maintain a debt to EBITDAX
ratio (as defined in the credit agreement) of less than 3.5 to 1 and a working capital ratio (as defined in the
credit agreement) of greater than 1 10 1. Except for limited exceptions, including the payment of interest on
the senior notes, the credit agreement restricts the ability of Whiting Oil and Gas and our wholly-owned
subsidiary, Equity Qil Company, to make any dividends, distributions or other payments to Whiting
Petroleum Corporation. The restrictions apply to all of the net assets of these subsidiaries. We were in
compliance with our covenants under the credit agreement as of December 31, 2007. The credit agreement is
secured by a first lien on all of Whiting Oil and Gas’ properties included in the borrowing base for the credit
agreement. Whiting Petroleum Corporation and Equity Oil Company have guaranteed the obligations of
Whiting Qil and Gas under the credit agreement. Whiting Petroleum Corporation has pledged the stock of
Whiting Oil and Gas and Equity Oil Company as security for our guarantee, and Equity Oil Company has
mortgaged all of its properties, which are included in the borrowing base for the credit agreement, as security
for its guarantee.

Senior Subordinated Notes. In October 2005, we issued at par $250.0 million of 7% Senior
Subordinated Notes duc 2014.

In April 2005, we issued $220.0 million of 7.25% Senior Subordinated Notes due 2013. These notes
were issued at 98.507% of par, and the associated discount is being amortized to interest expense over the
term of these notes.

In May 2004, we issued $150.0 million of 7.25% Senior Subordinated Notes due 2012. These notes
were issued at 99.26% of par, and the associated discount is being amortized to interest expense over the
term of these notes.

The notes are unsecurcd obligations of ours and are subordinated to all of our senior debt, which
currently consists of Whiting Oil and Gas’ credit agreement. The indentures governing the notes contain
restrictive covenants that may limit our ability to, among other things, pay cash dividends, redeem or
repurchase our capital stock or our subordinated debt, make investments, incur additional indebtedness or
issue preferred stock, sell assets, consolidate, merge or transfer all or substantially all of the assets of ours
and our restricted subsidiaries taken as a whole and enter into hedging contracts. These covenants may
potentially limit the discretion of our management in certain respects. We were in compliance with these
covenants as of December 31, 2007. Our wholly-owned operating subsidiaries, Whiting Oil and Gas
Corporation, Whiting Programs, Inc. and Equity Oil Company, have fully, unconditionally, jointly and
severally guaranteed our obligations under the notes.

Shelf Registration Statement. We have on file with the SEC a universal shelf registration statement
to allow us to offer an indeterminate amount of securities in the future. Under the registration statement, we
may periodically offer from time to time debt securities, common stock, preferred stock, warrants and other
securities or any combination of such securities in amounts, prices and on terms announced when and if the
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securities are offered. The specifics of any future offerings, along with the use of proceeds of any securities
offered, will be described in detail in a prospectus supplement at the time of any such offering.

Contractual Obligations and Commitments

Schedule of Contractual Obligations. The following table summarizes our obligations and
commitments as of December 31, 2007 to make future payments under certain contracts, aggregated by
category of contractual obligation, for specified time periods. This table does not include Production
Participation Plan liabilities since we cannot determine with accuracy the timing or amounts of future
payments (in thousands):

Payments due by period

Less than | More than 5

Contractuzl Obligations Total ycar 1-3 years 3.5 years years
Long-term debt (a)... . e $ 870,000 5 - $ 250,000 $ 150,000 $ 470,000
Cash interest expense on debl (b) 300,526 59,460 113,920 34,747 37,399
Asset retirement obligations (€) .....ovveenn. 37,192 1,309 512 3,263 32,108
Tax sharing Hability (d).... eeereanae et 25,657 2,587 4,408 3,699 14,963
Derivative contract ]labll:ty falr value (e) ..... 72,796 72,796 - - -
Purchase obligations (f) ... 367,675 62,887 128,897 120,512 55,379
Drilling rig contracts (g) ....oocoviiiiiiniincccenne 56,371 33,916 22,455 - -
Operating leases (h) -...ocovveeervronncnncorinrernra. 6,225 2,003 3,769 453 -

LT O $ 1736442 §_234958 S 528961 5 362,674 5 _ 609,849

{a) Long-term debt consists of the 7.25% Senior Subordinated Notes due 2012 and 2013, the 7% Senior Subordinated
Notes due 2014 and the outstanding debt under our credit agreement, and assumes no principal repayment until the
due date of the instruments.

(b) Cash interest expense on the 7.25% Senior Subordinated Notes due 2012 and 2013 and the 7% Senior Subordinated
Notes due 2014 is estimated assuming no principal repayment until the due date of the instruments. The interest
rate swap on the §75.0 miltion of our $150.0 million fixed rate 7.25% Senior Subordinated Notes due 2012 is
assumed to equal 7.2% until the due date of the instrument. Cash interest expense on the credit agreement is
estimated assuming no principal repayment until the instrument due date, and a fixed interest rate of 6.1%.

(c) Asset retirement obligations represent the present value of estimated amounts expected to be incurred in the future
to plug, abandon and remediate oil and gas properties and dismantle their related facilities.

(d) Amounts shown represent the present value of estimated payments due to Alliant Energy based on projected future
income tax benefits attributable to an increase in our tax bases. As a result of the Tax Separation and
Indemnification Agreement signed with Allianmt Energy, the increased tax bases are expected to result in increased
future income tax deductions and, accordingly, may reduce income taxes otherwise payable by us. Under this
agreement, we have agreed to pay Alliant Energy 90% of the future tax benefits we realize annually as a result of
this step up in tax basis for the years ending on or prior to December 31, 2013, In 2014, we will be obligated to pay
Alliant Energy the present value of the remaining tax benelfits assuming all such tax benefits will be realized in
future years.

(e) We have entered into derivative contracts, primarily costless collars, to hedge our exposure to crude oil price
fluctuations. As of December 31, 2007, the forward price curves for crude oil gencrally exceeded the price curves
that were in effect when these contracts were entered into, resulting in a derivative fair value liability. If current
market prices are higher than a collar’s price ceiling when the cash settlement amount is calculated, we are required
to pay the contract counterparties. The ultimate settlement amounts under our derivative contracts are unknown,
however, as they are subject to continuing market risk.

(f) We have two take-or-pay purchase agreements, one agreement expiring in March 2014 and one agreement expiring
in December 2014, whereby we have committed to buy certain volumes of CO; for a fixed fee, subject to annual
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escalation, for use in enhanced recovery projects in our Postle field in Oklahoma and our North Ward Estes field in
Texas. The purchase agreements are with different suppliers. Under the terms of the agreements, we are obligated
to purchase a minimum daily volume of CO, (as calculated on an annual basis) or else pay for any deficiencies at
the price in effect when the minimum delivery was to have occurred. The CO; volumes planned for use on the
enhanced recovery projects in the Postle and North. Ward Estes fields currently exceed the minimum daily volumes
provided in these take-or-pay purchase agreements. Therefore, we expect to avoid any payments for deficiencies.

(g) We currently have two drilling rigs under contract through 2008, two drilling rigs through 2009, one drilling rig
through 2010, and a workover rig under contract tarough 2009, all of which are operating in the Rocky Mountains
region. As of December 31, 2007, early termination of these contracts would have required maximum penalties of
$41.2 million. No other drilling rigs working for us are currently under long-term contracts or contracts that cannot
be terminated at the end of the well that is currently being drilled. Due to the short-term and indeterminate nature
of the drilling time remaining on rigs drilling on a well-by-well basis, such obligations have not been included in
this table.

(h) We lease 87,000 square feet of administrative office space in Denver, Colorado under an operating lease
arrangement through October 31, 2010, and an additional 30,100 square feet of office space in Midland, Texas
through February 15, 2012,

Based on current oil and gas prices and anticipated levels of production, we believe that the
estimated net cash generated from operations, together with cash on hand and amounts available under our
credit agreement, will be adequate to meet future liquidity needs, including satisfying our financial
obligations and funding our operations and exploration and development activities.

New Accounting Policies

In June 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
Accounting for Uncertainty in Income Taxes, an interpretation of Statement of Financial Accounting
Standards No. 109, Accounting for Income Taxes (“FIN 487). The interpretation creates a single model to
address accounting for uncertainty in tax positions. Specifically, the pronouncement prescribes a recognition
threshold and a measurement attribute for the financial statement recognition and measurement of a tax
position taken or expected to be taken in a tax return. The interpretation also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition of
certain tax positions.

We adopted the provisions of FIN 48 on January 1, 2007. As a result of the implementation of
FIN 48, we recognized a $0.3 million increase in the liability for unrecognized tax benefits, which was
accounted for as a reduction to the January 1, 2007 balance of retained earnings and a corresponding increase
in other long-term liabilities. Our policy is to recognize interest and penalties accrued related to
unrecognized tax benefits within income tax expense.

New Accounting Pronouncements

In September 2006, the FASB issued Stetement No. 157, Fair Value Measurements (“SFAS 1577).
The adoption of SFAS 157 is not expected to have a material impact on our consolidated financial position,
cash flows or results of operations. However, additional disclosures may be required about the information
used to develop the measurements. SFAS 157 establishes a single authoritative definition of fair value, sets
out a framework for measuring fair value and requires additional disclosures about fair value measurements.
This Standard requires companies to disclose the fair value of their financial instruments according to a fair
value hierarchy. SFAS 157 does not requirc any new fair value measurements, but will remove
inconsistencies in fair value measurements between various accounting pronouncements. SFAS 157 is



effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim
periods within those fiscal years.

In February 2007, the FASB issued Statement No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities — Including an amendment of FASB Statement No. 115 (“SFAS 159”). SFAS 159
expands the use of fair value accounting but does not affect existing standards which require assets or
liabilities to be carried at fair value. Under SFAS 159, a company may elect to use fair value to measure
many financial instruments and certain other assets and liabilities at fair value. We decided not to elect fair
value accounting for any of our eligible items. The adoption of SFAS 159 therefore will have no impact on
our consolidated financial position, cash flows or results of operations. If the use of fair value is elected (the
fair value option), any upfront costs and fees related to the item must be recognized in earnings and cannot
be deferred, e.g., debt issue costs. The fair value election is irrevocable and generally made on an
instrument-by-instrument basis, even if a company has similar instruments that it elects not to measure based
on fair value. At the adoption date, unrealized gains and losses on existing items for which fair value has
been elected are reported as a cumulative adjustment to beginning retained earnings. Subsequent to the
adoption of SFAS 159, changes in fair value are recognized in earnings. SFAS 159 is effective for fiscal
years beginning after November 15, 2007,

In December 2007, the FASB issued Statement No. 141R, Business Combinations (“SFAS 141R”).
SFAS 141R establishes principles and requirements for how the acquirer of a business recognizes and
measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any
noncontrolling interest in the acquiree. The statement also provides guidance for recognizing and measuring
the goodwill acquired in the business combination and determines what information to disclose to enable
users of the financial statement to evaluate the nature and financial effects of the business combination.
SFAS 141R is effective for financial statements issued for fiscal years beginning after December 15, 2008.
Accordingly, any business combinations we engage in will be recorded and disclosed following existing
GAAP until January 1, 2009. We expect SFAS No. 141R will have an impact on our consolidated financial
statements when effective, but the nature and magnitude of the specific effects will depend upon the nature,
terms and size of the acquisitions we consummate after the effective date.

Critical Accounting Policies and Estimates

Our discussion of financial condition and resuhs of operations is based upon the information
reported in our consolidated financial statements. The preparation of these statements requires us to make
certain assumptions and estimates that affect the reported amounts of assets, liabilities, revenues and
expenses as well as the disclosure of contingent assets and liabilities at the date of our financial statements.
We base our assumptions and estimates on historical experience and other sources that we believe to be
reasonable at the time. Actual results may vary from our estimates due to changes in circumstances, weather,
politics, global economics, mechanical problems, general business conditions and other factors. Our
significant accounting policies are detailed in Note | to our consolidated financial statements. We have
outlined below certain of these policies as being of particular importance to the portrayal of our financial
position and results of operations and which require the application of significant judgment by our
management.

Successful Efforts Accounting. We account for our oil and gas operations using the successful efforts
method of accounting. Under this method, all costs associated with property acquisitions, successful
exploratory wells and all development wells are capitalized. Ttems charged to expense generally include
geological and geophysical costs, costs of unsuccessful exploratory wells and oil and gas production costs,
All of our properties are located within the continental United States and the Gulf of Mexico.

Oil and Gas Reserve Quantities. Reserve quantities and the related estimates of future net cash
flows affect our periodic calculations of depletion, impairment of our oil and gas properties, asset retirement
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obligations, and our long-term Production Participation Plan liability. Proved oil and gas reserves are the
estimated quantities of crude oil, natural gas and natural gas liquids which geological and engineering data
demonstrate with reasonable certainty to be recoverable in future periods from known reservoirs under
existing economic and operating conditions. Reserve quantities and future cash flows included in this report
are prepared in accordance with guidelines established by the SEC and FASB. The accuracy of our reserve
estimates is a function of:

+ the quality and quantity of available data;

« the interpretation of that data;

+  the accuracy of various mandated economic assumptions; and
+ the judgments of the persons preparing the estimates.

Our proved reserve information included in this report is based on estimates prepared by our
independent petroleum engincers, Cawley, Gillespie & Associates, Inc.  The independent petroleum
engineers evaluated 100% of our estimated proved reserve quantitics and their related future net cash flows
as of December 31, 2007. Estimates prepared by others may be higher or lower than our estimates. Because
these estimates depend on many assumptions, all of which may differ substantially from actual results,
reserve estimates may be different from the quantities of oil and gas that are ultimately recovered. We
continually make revisions to reserve estimates throughout the year as additional information becomes
available. We make changes to depletion rates, impairment calculations, asset retirement obligations and our
Production Participation Plan liability in the same period that changes to reserve estimates are made.

Depreciation, Depletion and Amortization. Our rate of recording DD&A is dependent upon our
estimates of total proved and proved developed 1eserves, which estimates incorporate various assumptions
and future projections. If the estimates of total proved or proved developed reserves decline, the rate at
which we record DD&A expense increases, reduzing our net income. This decline may result from lower
commodity prices, which may make it uneconomi: to drilt for and produce higher cost fields. We are unable
to predict changes in reserve quantity estimates as such quantities arc dependent on the success of our
exploitation and development program, as well as future economic conditions.

Impairment of Qil and Gas Properties. Ve review the value of our oil and gas properties whenever
management judges that events and circumstances indicate that the recorded carrying value of properties may
not be recoverable. Impairments of producing propertics are determined by comparing future net
undiscounted cash flows 10 the net book value at the end of each period. 1f the net capitalized cost exceeds
undiscounted future cash flows, the cost of the property is written down to “fair value,” which is determined
using net discounted future cash flows from the producing property. Different pricing assumptions or
discount rates could result in a different calculated impairment, We provide for impairments on significant
undeveloped properties when we determine that the property will not be developed or a permanent
impairment in value has occurred. Individually insignificant unproved properties are amortized on a
composite basis, based on past success, experience and average lease-term lives.

Asset Retirement Obligation. Our asszt retirement obligations (“ARO™) consist primarily of
estimated future costs associated with the plugying and abandonment of oil and gas wells, removal of
equipment and facilities from leased acreage, and land restoration in accordance with applicable local, state
and federal laws. The discounted fair value of an ARO liability is required to be recognized in the period in
which it is incurred, with the associated asset retirament cost capitalized as part of the carrying cost of the oil
and gas asset. The recognition of an ARO requires that management make numerous assumptions regarding
such factors as the estimated probabilities, amouats and timing of scitlements; the credit-adjusted risk-free
rale to be used; inflation rates; and future advances in technology. In periods subsequent to initial
measurement of the ARO, we must recognize pzriod-to-period changes in the liability resulting from the




passage of time and revisions to either the timing or the amount of the original estimate of undiscounted cash
flows. Increases in the ARO liability due to passage of time impact net income as accretion expense. The
related capitalized cost, including revisions thereto, is charged to expense through DD&A over the life of the
oil and gas field.

Production Participation Plan. We have a Production Participation Plan (“Plan™) in which ali
employees participate. Each year, a deemed economic interest in all oil and gas properties acquired or
developed during the vear is contributed to the Plan. The Compensation Committee of the Board of
Directors, in its discretion for each Plan year, allocates a percentage of net income (defined as gross revenues
less production taxes, royalties and direct lease operating expenses) attributable to such properties to Plan
participants. Once contributed and allocated, the interests (not legally conveyed) are fixed for each Plan
year. The short-term obligation related to the Production Participation Plan is included in the “Accrued
Employee Compensation and Benefits” line item in our consolidated balance sheets. This obligation is based
on cash flows during the preceding year and is paid annually in cash after year end. The calculation of this
liability depends in part on our estimates of accrued revenues and costs as of the end of each reporting peried
as discussed below under “Revenue Recognition”. The vested long-term obligation related to the Production
Participation Plan is the “Production Participation Plan liability” tine item in the consolidated balance sheets,
This liability is derived primarily from reserve report estimates discounted at 12%, which as discussed above,
are subject to revision as more information becomes available. Our price assumptions are currently
determined using average prices for the preceding five years. Variances between estimates used to calculate
liabilities related to the Production Participation Plan and actual sales, cost and reserve data are integrated
into the liability calculations in the period identified. A 10% increase to the pricing assumptions used in the
measurement of this liability at December 31, 2007 would have decreased net income before taxes by $5.6
million in 2007.

Derivative Instruments and Hedging Activity. We periodically enter into commodity derivative
contracts to manage our exposure to oil and gas price volatility. We use hedging to reduce price volatility,
help ensure that we have adequate cash flow to fund our capital programs and manage price risks and returns
on some of our acquisitions and drilling programs. Our decision on the quantity and price at which we
choose to hedge our production is based in part on our view of current and future market conditions. While
the use of these hedging arrangements limits the downside risk of adverse price movements, they may also
limit future revenues from favorable price movements. We primarily utilize costless collars, which are
generally placed with major financial institutions. The oil and gas reference prices of these commodity
derivative contracts are based upon crude oil and natural gas futures, which have a high degree of historical
correlation with actual prices we receive. All derivative instruments are recorded on the consolidated
balance sheet at fair value. Changes in the derivative’s fair value are recognized currently in earnings unless
specific hedge accounting criteria are met. For qualifying cash flow hedges, the fair value gain or loss on the
derivative 1s deferred in accumulated other comprehensive income (loss) to the extent the hedge is effective
and is reclassified to “Gain (loss) on oil and natural gas hedging activities” line item in our consolidated
statements of income in the period that the hedged production is delivered. Hedge effectiveness is measured
at least quarterly based on the relative changes in the fair value between the derivative contract and the
hedged item over time. We currently do not have any derivative contracts in place that do not qualify as cash
flow hedges.

We have established the fair value of all derivative instruments using estimates determined by our
counterparties and subsequently evaluated such fair values internally using established index prices and
readily available market data. These values are based upon, among other things, futures prices, volatility,
time to maturity and credit risk. The values we report in our financial statements change as these estimates
are revised to reflect actual results, changes in market conditions or other factors, many of which are beyond
our control.
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Our results of operations each period can be impacted by our ability to estimate the level of
correlation between future changes in the fair value of the hedge instruments and the transactions being
hedged, both at the inception and on an ongoing basis. This correlation is complicated since energy
commodity prices, the primary risk we hedge, have quality and location differences that can be difficult to
hedge effectively. The factors underlying our estimates of fair value and our assessment of correlation of our
hedging derivatives are impacted by actual results and changes in conditions that affect these factors, many
of which are beyond our control. If our derivative contracts would not qualify for cash flow hedge treatment,
then our consolidated statements of income could include large non-cash fluctuations, particularly in volatile
pricing environments, as our contracts are marked 1o their period end market values.

The use of hedging transactions also involves the risk that the counterparties will be unable to meet
the financial terms of such transactions. We evaluate the ability of our counterparties to perform at the
inception of a hedging relationship and on a periodic basis as appropriate.

Income Taxes and Uncertain Tax Positions. We provide for income taxes in accordance with
Statement of Financial Accounting Standards No. 109, 4ccounting for Income Taxes. We record deferred
tax assets and liabilities to account for the expected future tax consequences of events that have been
recognized in our financial statements and our tax returns. We routinely assess the realizability of our
deferred tax assets. If we conclude that it is more likely than not that some portion or all of the deferred tax
assets will not be realized, the tax asset would bz reduced by a valuation allowance. We consider future
taxable income in making such assessments. Numerous judgments and assumptions are inherent in the
determination of future taxable income, including factors such as future operating conditions (particularly as
related to prevailing oil and gas prices). In July 2006, the FASB issued Interpretation No. 48, Accounting for
Uncertainty in Income Taxes — An Interpretation of FASB Statement No. 109 (“FIN 48”), which requires
income tax positions to meet a more-likely-than-not recognition threshold to be recognized in the financial
statements. Under FIN 48, tax positions that previously failed to meet the more-likely-than-not threshold
should be recognized in the first subsequent financial reporting period in which that threshold is met.
Previously recognized tax positions that no longer meet the more-likely-than-not threshold should be
derecognized in the first subsequent financial reporting period in which that threshold is no longer met. Prior
reasonably estimated. We are subject to taxation in many jurisdictions, and the calculation of our tax
liabilities involves dealing with uncertainties in the application of complex tax laws and regulations in
various taxing jurisdictions. If we ultimately determine that the payment of these liabilities will be
unnecessary, we reverse the liability and recognize a tax benefit during the period in which we determine the
liability no longer applies. Conversely, we record additional tax charges in a period in which we determine
that a recorded tax liability is less than we expect the ultimate assessment to be.

Revenue Recognition. We predominantly derive our revenue from the sale of produced oil and gas.
Revenue is recorded in the month the product is delivered to the purchaser. We receive payment from one to
three months after delivery. At the end of each month, we estimate the amount of production delivered to
purchasers and the price we will receive. Variances between our estimated revenue and actual payment are
recorded in the month the payment is received. However, differences have been insignificant.

Accounting for Business Combinations. Our business has grown substantially through acquisitions
and our business strategy is to continue to pursue acquisitions as opportunities arise. We have accounted for
all of our business combinations using the purchase method, which is the only method permitted under SFAS
No. 141, Business Combinations, and involves the use of significant judgment.

Under the purchase method of accountir.g, a business combination is accounted for at a purchase

price based upon the fair value of the consideration given. The assets and liabilities acquired are measured at
their fair values, and the purchase price is allocatad to the assets and liabilities based upon these fair values.
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The excess of the cost of an acquired entity, if any, over the net amounts assigned to assets acquired and
liabilities assumed is recognized as goodwill. The excess of the fair value of assets acquired and liabilities
assumed over the cost of an acquired entity, if any, is allocated as a pro rata reduction of the amounts that
otherwise would have been assigned to certain acquired assets.

Determining the fair values of the assets and liabilities acquired involves the use of judgment, since
some of the assets and labilities acquired do not have fair values that are readily determinable. Different
techniques may be used to determine fair values, including market prices (where available) appraisals,
comparisons to transactions for similar assets and liabilities and present value of estimated future cash flows,
among others. Since these estimates involve the use of significant judgment, they can change as new
information becomes available.

Each of the business combinations completed during the prior three years consisted of oil and gas
properties or companies with oil and gas interests. The consideration we have paid to acquire these
properties or companies was entirely allocated to the fair value of the assets acquired and liabilities assumed
at the time of acquisition. Consequently, there was no goodwill recognized from any of our business
combinations.

Effects of Inflation and Pricing

We experienced increased costs during 2007, 2006 and 2005 due to increased demand for oil field
products and services. The oil and gas industry is very cyclical and the demand for goods and services of oil
field companies, suppliers and others associated with the industry put extreme pressure on the economic
stability and pricing structure within the industry. Typically, as prices for oil and gas increase, so do all
associated costs. Conversely, in a period of declining prices, associated cost declines are likely to lag and
may not adjust downward in proportion. Material changes in prices also impact the current revenue stream,
estimates of future reserves, borrowing base calculations of bank loans and values of properties in purchase
and sale transactions. Material changes in prices can impact the value of oil and gas companies and their
ability to raise capital, borrow money and retain personnel. While we do not currently expect business costs
to materially increase, continued high prices for oil and gas could result in increases in the costs of materials,
services and personnel.

Forward Looking Statements

This report contains statements that we believe to be “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. All statements other than historical facts,
including, without limitation, statements regarding our future financial position, business strategy, projected
revenues, earnings, costs, capital expenditures and debt levels, and plans and objectives of management for
future operations, are forward-looking statements. When used in this report, words such as we “expect,”
“intend,” “plan,” “estimate,” “anticipate,” “believe™ or “should” or the negative thereof or variations thereon
or similar terminology are generally intended to identify forward-looking statements. Such forward-looking
stalements are subject to risks and uncertainties that could cause actual results to differ materially from those
expressed in, or implied by, such statements,

” Ll LTINS

These risks and uncertainties include, but are not limited to: declines in o1l or gas prices; our level of
success in exploitation, exploration, development and production activities; adverse weather conditions that
may negatively impact development or production activities; the timing of our exploration and development
expenditures, including our ability to obtain drilling rigs and CO;; our ability to obtain external capital to
finance acquisitions; our ability to identify and complete acquisitions and to successfully integrate acquired
businesses, including our ability to realize cost savings from completed acquisitions; unforeseen
underperformance of or liabilities associated with acquired propertics; our ability to successfully complete
our planned and potential asset dispositions; inaccuracies of our reserve estimates or our assumptions
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underlying them; failure of our properties to yizld oil or gas in commercially viable quantities; uninsured or
underinsured iosses resulting from our oil and gas operations; our inability to access oil and gas markets due
to market conditions or operational impediments; the impact and costs of compliance with laws and
regulations governing our oil and gas operations; risks related to our level of indebtedness and periodic
redeterminations of our borrowing base under our credit agreement; our ability to replace our oil and gas
reserves; any loss of our senior management or 1echnical personnel; competition in the oil and gas industry in
the regions in which we operate; risks arising out of our hedging transactions and other risks described under
the caption “Risk Factors” in this Annual Report on Form 10-K. We assume no obligation, and disclaim any
duty, to update the forward-looking statements in this report.

Item 7A. Quantitative and Qualitative Disclosure About Market Risk

Commodity Price Risk

The price we receive for our oil and gas production heavily influences our revenue, profitability,
access to capital and future rate of growth. Crude oil and natural gas are commodities and, therefore, their
prices are subject to wide fluctuations in response to relatively minor changes in supply and demand.
Historically, the markets for oil and gas have been volatile, and these markets will likely continue to be
volatile in the future. The prices we receive for our production depend on numerous factors beyond our
control. Based on 2007 production, our income before income taxes for 2007 would have moved up or down
$9.6 million for each $1.00 change in oil prices and $3.1 million for every $0.10 change in gas prices.

We periodically enter into derivative coniracts to manage our exposure to oil and gas price volatility.
Our derivative contracts have traditionally been costless collars, although we evaluate other forms of derivative
instruments as well. Qur derivative contracts have historically qualified for cash flow hedge accounting,
whereby accounting rules allow the aggregate change in fair market value to be recorded as accumulated other
comprehensive income (loss). Recognition of derivative settlement gains and losses in the consolidated
statements of income occurs in the peried that hedged production volumes are sold.

Our outstanding hedges as of January 1, 2008 are summarized below:

Monthly Volume NYMEX
Commodity Period {MMbtu)/(Bbl) Floor/Ceiling
Crude O1l 01/2008 10 03/2008 110,000 $49.00/370.65
Crude Oil 01/200¢8 to 03/2008 120,000 $60.00/$73.90
Crude Oil 01/200% to 03/2008 100,000 $65.00/$80.30
Crude Qil 0472008 to 06/2008 110,000 $48.00/$71.60
Crude Oil 04/2008 to 06/2008 120,000 $60.00/$74.65
Crude Qil 04/2008 to 06/2008 100,000 $65.00/$80.50
Crude 01l 07/2008 to 09/2008 110,000 $48.00/$70.85
Crude O1l 07/2008 to 09/2008 120,000 $60.00/$75.60
Crude Qil 07/2008 to 09/2008 100,000 $65.00/$81.00
Crude Qil 10/2008 to 12/2008 110,000 $48.00/$70.20
Crude Oil 10/2008 to 12/2008 120,000 $60.00/$75.85
Crude Oil 10/2008 to 12/2008 100,000 $65.00/$81.20

The crude oil collars shown above have the effect of providing a protective floor while allowing us
to share in upward pricing movements, While these hedges are designed to decrease our exposure 1o price
decreases, they also have the effect of limiting the tenefit of price increases beyond the ceiling. For the 2008
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crude oil contracts listed above, a hypothetical $1.00 change in the NYMEX price would cause a change in
the gain (loss) on hedging activities in 2008 of $4.0 million.

In a 1997 non-operated property acquisition, we became subject to the operator’s fixed price gas
sales contract with end users for a portion of the natural gas we produce in Michigan. This contract has built-
in pricing escalators of 4% per year. Our estimated future production volumes to be sold under the fixed
pricing terms of this contract as of January 1, 2008 are summarized below:

Monthly
Period Volume 2008 Price
Commodity Remaining (MMbtu) Per MMbtu
Natural Gas 01/2008 to 05/2011 26,000 $4.94
Natural Gas 01/2008 to 09/2012 67,000 $4.38

Interest Rate Risk

Market risk is estimated as the change in fair value resulting from a hypothetical 100 basis point
change in the interest rate on the outstanding balance under our credit agreement. Our credit agreement
allows us to fix the interest rate for all or a portion of the principal balance for a period up to six months. To
the extent the interest rate is fixed, interest rate changes affect the instrument’s fair market value but do not
impact results of operations or cash flows. Conversely, for the portion of the credit agreement that has a
floating interest rate, interest rate changes will not affect the fair market value but will impact future results
of operations and cash flows. Changes in interest rates do not affect the amount of interest we pay on our
fixed-rate Senior Subordinated Notes. At December 31, 2007, our outstanding principal balance under our
credit agreement was $250.0 million and the weighted average interest rate on the outstanding principal
balance was fixed at 6.1% through January 2008. At December 31, 2007, the carrying amount approximated
fair market value. Assuming a constant debt level of $250.0 million, the cash flow impact resulting from a
100 basis point change in interest rates during periods when the interest rate is not fixed would be $2.3
million.

Interest Rate Swap

In August 2004, we entered into an interest rate swap contract to hedge the fair value of $75.0
million of our 7.25% Senior Subordinated Notes due 2012. Because this swap meets the conditions to
qualify for the “short cut” method of assessing effectiveness, the change in fair value of the debt is assumed
to equal the change in the fair value of the interest rate swap. As such, there is no ineffectiveness assumed to
exist between the interest rate swap and the notes.

The interest rate swap s a fixed for floating swap in that we receive the fixed rate of 7.25% and pay
the floating rate. The floating rate is redetermined every six months based on the LIBOR rate in effect at the
contractual reset date. When LIBOR plus our margin of 2.345% is less than 7.25%, we receive a payment
from the counterparty equal to the difference in rate times $75.0 million for the six month period. When
LIBOR plus our margin of 2.345% is greater than 7.25%, we pay the counterparty an amount equal to the
difference in rate times $75.0 million for the six month period. The LIBOR rate as of the November 1, 2007
swap reset date was 4.82%. As of December 31, 2007, we have recorded a long term asset of $0.8 million
related to the interest rate swap, which has been designated as a fair value hedge, with a corresponding
increase in the carrying value of the Senior Subordinated Notes.
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Item 8. Financial Statements and Supplementary Data

MANAGEMENT’S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

The management of Whiting Petroleum Corporation and subsidiaries is responsible for establishing
and maintaining adequate internal control over financial reporting, as such term is defined in Rules 13a-15(f)
and 15d-15(f) under the Securities Exchange Act of 1934, Our internal control over financial reporting is
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial staternents for external purposes in accordance with generally accepted accounting principles.

Because of the inherent limitations of intzrnal control over financial reporting, misstatements may
not be prevented or detected on a timely basis. Alco, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of
December 31, 2007 using the criteria set forth in Internal Control - Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, our
management believes that, as of December 31, 2007, our internal control over financial reporting was
effective based on those criteria,

The effectiveness of our internal control over financial reporting as of December 31, 2007 has been

audited by Deloitte & Touche LLP, an independen: registered public accounting firm, as stated in their report
which is included herein on the following page.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Whiting Petroleum Corporation:

We have audited the internal control over financial reporting of Whiting Petroleum Corporation and its
subsidiaries (the “Company”) as of December 31, 2007 based on criteria established in fnternal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
The Company's management is responsible for maintaining effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management's Annual Report on Internal Control Over Financial Reporting. Our
responsibility is to express an opinion on the Company's internal control over financial reporting based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects, Qur audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of,
the company's principal executive and principal financial officers, or persons performing similar functions,
and effected by the company's board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company's internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the
financial statements.

Because of the inherent limitations of internat control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may not
be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinton, the Company maintained, in all material respects, effective internal control over financial

reporting as of December 31, 2007, based on the criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
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We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated financial statements and financial statement schedule as of and for the year
ended December 31, 2007 of the Company and our report dated February 28, 2008, expressed an unquatified
opinion on those financial statements and financial statement schedule.

/s/ DELOITTE & TOUCHE LLP

Denver, Colorado
February 28, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Whiting Petroleum Corporation:

We have audited the accompanying consolidated balance sheets of Whiting Petroleum Corporation and
subsidiaries (the "Company") as of December 31, 2007 and 2006, and the related consolidated statements of
income, stockholders' equity and comprehensive income, and cash flows for each of the three years in the
period ended December 31, 2007. Our audits also included the financial statement schedule listed in the
Index at Item 15. These financial statements and financial statement schedule are the responsibility of the
Company's management. Our responsibility is to express an opinion on the financial statements and
financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluvating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Whiting Petroleum Corporation and subsidiaries as of December 31, 2007 and 2006, and the
results of their operations and their cash flows for each of the three years in the period ended December 31,
2007, in conformity with accounting principles generally accepted in the United States of America. Also, in
our opinion, such financial statement schedule, when considered in relation to the basic consolidated
financial statements taken as a whole, present fairly, in all material respects, the information set forth therein,

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company's internal control over financial reporting as of December 31, 2007, based on
the criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 28, 2008 expressed an unqualified
opinion on the Company's internal control over financial reporting,

/st DELOITTE & TOUCHE LLP

Denver, Colorado
February 28, 2008
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands)

December 31,

2007 2006
ASSETS
CURRENT ASSETS:
Cash and cash equivalents........ccccoovniiocicnii e $ 14778 § 10,372
Accounts receivable trade, NEt ........coooeeieieir e s e e e eeeeaeeeee s 110437 97,831
Deferred INCOIME TAXES ..ovvvviieeriiesiirrirriesissrerssereceaeeasiasaa e eeeseasatieeee saeseenas 27,720 3,025
Prepaid expenses and Other ............cccoooervienienise s seese e 9,232 10,484
TOtal CUITENT ASSEES ..vvvvverrereeireiriisrrreriesieesissrasresnessisssasserbarareaseesnmsnseeeeess 162,167 121,712
PROPERTY AND EQUIPMENT:
Oil and gas properties, successful efforts method:
Proved Properties . ... .coccuovi e e et s een e amt e 3,313,777 2,828,282
Unproved Properties ... rrereerireeenc e sircsesre st 55,084 55,297
Other property and EQUIPMENT ..........co.oovvemrsceerteeee e csneeni b enseeenseeens 37,778 44,902
Total property and eqUIPMENt... ... 3,406,639 2,928,481
Less accumulated depreciation, depletion and amortization.............cc........ (646,943) (495,820)
Total property and eqUIPMENT, NE........ccoeeveeiieiererereereecsreereiererress e enseans 2,759,696 2,432,661
DEBT ISSUANCE COSTS oviviiireriresreeeeieeee s e eemeesieeseses e sinanenne e sas o 15,016 19,352
OTHER LONG-TERM ASSETS ..ottt cses e esnses 15,132 11,678
TOTAL (oot sttt e n e $2,052011  $2,585403

See notes to conselidated financial statements.
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

CONSOLIDATED BAILLANCE SHEETS
(In thousands, except share and per share data)

December 31,

LIABILITIES AND STOCKHOLDERS’ EQUITY 2007 2006

CURRENT LIABILITIES:
ACCOUNES PAYADIE ....oiiiee e e bt A 19,280 & 21,077
Accrued capital eXpenditUles .......c.coovvvvvieirieieir e 59,441 28,127
Accrued Habilities ... ..o ettt 29,098 30,377
ACCTUE INEETEST ..ottt e e ettt st ennne e seesats 11,240 9,124
Oil and gas sales payable ... e 26,205 19,064
Accrued employee compensation and benefits ...........cccooeieercnininnine. 21,081 17,800
Production taxes payable ........coociiiiiiici ot 12,936 9,820
Current portion of tax sharing lability..........cccovierciinriiiecces e 2,587 3,565
Current portion of derivative lability ..........cc.ocoovveriireirie e 72,796 4,088

Total current Habilities .oo.ve oottt eee e ae s eneeann 254,664 143,042

NON-CURRENT LIABILITIES:
Long-term debt....... .ot et s 868,248 995,396
Asset retirement obligatioNS ... e et 35,883 36,982
Production Participation Plan liability .............cc.ocoeiieiiiniiceee e 34,042 25,443
Tax sharing lability ... e 23,070 23,607
Deferred INCOME LAXES ...iivivieee ettt e e rbs et st a s et e see e e e anees 242,964 165,031
Long-term derivative Hability ..o - 5,248
Other long-term Habilities ........ccooverierioniiii e e 2314 3,984

Total non-current Habillties .........ooveviviioe et 1,206,521 1,255,691

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY:
Common stock, $0.001 par value; 75,000,000 shares authorized,
42,480,497 and 36,947,681 shares issued as of December 31, 2007

and 2006, TeSPECHIVE]Y ..oiiiirie e 42 37
Additional paid-in capital. ..o e 968,876 754,788
Accumulated other comprehensive 10SS..........oooovcvvevieeiecciiii e (46,116) (5,902)
REtained GAMMINES .........cooveecreiieieieeris s eses e ser et sssr et esssenas e assane 568,024 437,747

Total stockholders” eqUIty ........ccoooorvriuivries oo 1,490,826 1,186,670
TOTAL ovvvrtvverieeeses et sssss st ses st s st $2,952,011  §2,585,403
See notes to consolidated financial statements, (Concluded)
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)

REVENUES AND OTHER INCOME:

Oil and natural gas sales ...

Loss on oil and natural gas hedging activities

Gain on sale of Properties ... e
[nterest income and OthET.......coooviiviverieiineieeiariare e e emara
Total revenues and other InCome ..o iev e,

COSTS AND EXPENSES:

Lease OPeratiNg...c.ioviverererrimereereereeeeine et sse st b
Production TAXES. ....coverevrererniet it bbbt s
Depreciation, depletion and amortization ...,
Exploration and impairment ...........c.ccoeooiininn e,
General and admInISITATIVE ...ovvee e irrarvanrrseeee s e eeee s esies e

Change in Production Participation Plan liability

[NEErESt EXPENSE ..covvviiiiiiiirie it iine s s s ree e e ebae st
Total coSts AN EXPENSES .ceevvvvrireireevteerrerrereeierree s eerea s sressans

INCOME BEFORE INCOME TAXES. ...

INCOME TAX EXPENSE:

NET INCOME PER COMMON SHARE, BASIC

NET INCOME PER COMMON SHARE, DILUTED

WEIGHTED AVERAGE SHARES OUTSTANDING, BASIC

WEIGHTED AVERAGE SHARES OUTSTANDING, DILUTED........

See notes to conseolidated financial statements.

Year Ended December 31,

2007 2006 2005
$ 809,017 § 773,120 § 573,246
(21,189) (7,501) (33,377)
29,682 12,092 -
1,208 1,116 579
818,718 778,827 540,448
208,866 183,642 111,560
52,407 47,095 36,092
192811 162,831 97,639
37,323 34,534 16,699
39,046 37,808 30,607
8.599 6,156 9,708
72,504 73,489 42,045
611,556 545,555 344,350
207,162 233,272 196,098
550 12,346 8514
76,012 64,562 65,662
76,562 76,908 74,176
$ 130,600 156,364 $ 121,922
$ 3.31 4.26 $ 3.89
$ 329 4.25 3 3.88
39,483 36,736 31,356
39,645 36,826 31,449




WHITING PETROLEUM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
Year Ended December 31,
2007 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES:
INEEINCOIMIE. .. v et etesiet e e e e e sresratesereeresbesresesbasssre e e s resssarsnssensn e senesanans $ 130,600 § 156,364 § 121,922
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, depletion and amOTEZATION ....cvvvvericiiiniere e re s csrereeees 192,811 162,831 97,639
Deferred INCOME TAXES ..........iveeveienie et cvanie e cee e er e e srassessssess s stesbesensenne 76,012 64,562 65,662
Amortization of debt issuance costs and debt discount 5,022 5,208 4,076
Accretion of tax sharing Hability ..o, 1,505 2,016 2,725
Stock-based COMPENSALION .........eoeveetiieieteieeee e eeeteieasesbe s e easenenas 5,057 3,969 2,861
Gain on sale of PTOPEIIES ..o e eeres {29,082) (12,092) -
Undeveloped leasehold and oil and gas property impairments ..................... 9,979 4,455 2,034
Change in Production Participation Plan liability ...........ccocevierienieeceae 8,599 6,156 9,708
Oher NOM-CUITEM .. ecuiitectecieeiecereerereeeereerearsarsaaa e atsarseseeresre st strstssssassassaseasin (5,086) 2,653 373
Changes in current assets and liabilities:
Accounts receivable trade ... e (12,606) 3,235 (35,012)
Prepaid expenses and OTREr ... e sae s s 1,404 (2,268) (302)
Accounts payable and accrued liabilities ..., (3,833 20,412 20,077
ACCIUSH INLETESE ..ottt e e tee e e e e st aremr e steeasaeeerneans 2,116 (2,770) 9,844
Other liabilities... 12,134 (3.522) 28,586
Net cash prov:ded by operatlng ACHIVIHIES ...eeiie e s s eenre e see e s 394,032 411,209 330,193
CASH FLOWS FROM INVESTING ACTIVITIES: _
Cash acquisition capital expendifures ..o e (21,568) (87,562) (900,332)
Drilling and development capital eXpenditires.........c.vviiieeiierisisesinenenenns (497,988) (464,407 (196,163)
Proceeds from sale of oil and gas properties..........coocecviiiioniccnrreonsreneeneas 52,585 24,390 -
Acquisition of partnership interests, net of cash acquired of $26 ..................... - - (30,433)

Net cash used in investing activitieS............covvvervivnsveinsoreerererienionrinenn, (366,971} (527,579)  (1,126,928)

CASH FLOWS FROM FINANCING ACTIVITIES:

Issuance of COMMON SLOCK ..., .oeoricee ettt ee e 210,394 - 277117
Issuance of 7.25% Senior Subordinated Notes due 2013.......ccoceivicvvnrievireenne - - 216,715
Issuance of 7% Senior Subordinated Notes due 2014, ........ocooovevveercciccniieneen, - - 250,000
Long-term borrowings under credit agreement... 384,400 325,000 395,000
Repayments of long-term borrowings under credn agreemem rrrerreneeenees £514,400) (205,000) (310,000)
Repayments to Alliant Energy Corporation.........cceooveinicisieinimiie e, (3,019} (3,675) (8,242}
Diebt ISSUAIICE COSLS ..vovuiieieccciinis ettt et ne s (75) (253) (15,370)
Tax effect from restricted SIOCK VESHNE ...e...cmvreer e ieisseeeeeene e 45 288 237
Net cash provided by financing ACHVILES. ....evvevieevveeceereerirersesrenrenrssnnans 77,345 116,360 805,457
NET CHANGE IN CASH AND CASH EQUIVALENTS .......ccooeeienieneniiicrinn. 4,406 (10) 8,722
CASH AND CASH EQUIVALENTS:
Beginning of PETIO™ ......oviiiim ittt e srs e snees 10,372 10,382 1,660

ENd OF PETIOT rvvvern v e eeeonsereessesereeeeseensasssssaseeneeesssserenseeneeenne. 514778 8 10,372 § 10,382

See notes to consolidated financial statements. {Continued)
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,

2007 2006 2005

SUPPLEMENTAL CASH FLOW DISCLOSURES:
Cash paid fOr INCOME LAXES .....ccovirrer v e e 1,446 § 12,063 § 10,620

R ]

o

Cash paid fOT IMLETESE .......cc.ocreiierreririerieiiesstessserssresrsres et st sse s iesecenecsenne 63,861 § 69,034 $ 26,113

NONCASH INVESTING ACTIVITIES:

Accrued capital expenditures during the year............. .o $ 39441 5 28127 § 37544

NONCASH FINANCING ACTIVITIES:
.8 - % 17175

Issuance of common stock — North Ward Estes acquisttion ... $

See notes to consolidated financial statements. (Concluded)
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE

BALANCES-January 1, 2005........
NEtiNCOME ..veeeeeeci s vreeeens
Change in derivative fair values,
net of taxes of $34,004 .............
Realized loss on settled
derivative contracts, net of
taxes of $12,884 .orrvirieeeenns
Restricted stock issued...............
Restricted stock forfeited ..........
Restricted stock used for tax
withholdings........ccooiennenne
Tax effect from restricted stock
vesting ...
Issuance of stock — secondary
offering....
Issuance of stock Nonh Ward
Estes acquiSition..........cveeveee.e.
Amortization of deferred
compensation...

BALANCES- December 3I 2005

Net income ........covevveviveieirainns
Change in derivative fair values,
net of taxes of 15,405 .............
Realized loss on settled
derivative contracts, net of
taxes of $2,923 ..o,
Restricted stock issued
Restricted stock forfeited ...........
Restricted stock used for tax
withholdings........c.ccccoeiiiniinn,
Tax effect from restricied stock
VESHINE .ceeeeeeeeeececeereranee
Adoption of SFAS 123R

Stock-based compensation..........

BALANCES-December 31, 2006..

Adoption of FIN 48..........cocoonoeee.
NetifCOme. ......co.eev e iervemeaes
Change in derivative fair values,
net of taxes of $31,012......c...e.
Realized loss on settled
derivative coniracts, net of
taxes of 87,766 ........uoeevvvvrrirenns
Issuance of stock, secondary

Restricted stock issued.........ocvnn.

Restricted stock forfeited ............

Restricted stock used for tax
withholdings.... -

Tax effect from rcsmcled stock
vesting ...

Stock- bused compensatlon

BALANCES-December 31, 2007 ..

INCOME
(In thousands)
Accumulated
Common Stock Additiqnal Other . ) Total
Paid-in Comprehensive Deferred Retained  Stockholders’ (Comprehens
Shares Amount Capital Income (Loss) Compensation Earnings Equity Income
29,718 § 30 S 455,635 g (1.025) § (L715y % 159461 S§ 612,386
- - - - - 121,922 121,922 $ 121,922
- - - (54,089) - - (54,089) (54,089
- - - 20,494 - - 20,494 20,494
83 - 3,407 - (3,407) - . -
9 - (230) - 230 - - -
(6) - 241) - - - 241) -
- - 237 - - - 237 -
6,612 7 277,110 - - - 277,117 -
442 - 17,175 - - - 17,175 -
- - - - 2,861 - 2861
36,842 37 753,083 (34,620} (2,031) 281,383 997,862 .
- - - - - 156,364 156,364 156,364
- - . 24,140 - . 24,140 24,140
- - - 4,578 - - 4,578 4,578
126 - - - - - - -
(1M - - - - - - -
(10) - (440) - - - (440) .
- - 288 - - - 288 -
- - (2,122) - 2,031 - en -
- - 3,969 - - - 3,969 -
36,948 37 754,788 (5,902) - 437,747 1,186,670 b
- - - - - (323) (323)
- - - - - 130,600 130,600 130,601
- - - (53,637) - - (53,637) (53,63
- - - 13,423 - - 13,423 13,423
5,425 5 210,389 - - - 210,394
150 . - - - -
(12) - - - - - -
(E2))] - (1,403) - - - (1,403) -
- - 45 - - - 45 -
- - 5,057 - - - 5,057 -
42480 § 42 $ 968,876 b (46,110) 5 § 568,024 3 1,490,826

See notes to consoiidated financial statements,
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WHITING PETROLEUM CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Operations—Whiting Petroleum Corporation, a Delaware corporation, is an
independent oil and gas company that acquires, exploits, develops and explores for crude oil, natural
gas and natural gas liquids primarily in the Permian Basin, Rocky Mountains, Mid-Continent, Gulf
Coast and Michigan regions of the United States. Unless otherwise specified or the context
otherwise requires, all references in these notes to “Whiting” or the “Company” are to Whiting
Petroleum Corporation and its consolidated subsidiaries, Whiting Oil and Gas Corporation, Equity
Oil Company and Whiting Programs, Inc.

Basis of Presentation of Consolidated Financial Statements—The consolidated financial
statements include the accounts of Whiting Petroleum Corporation and its consolidated subsidiaries,
all of which are wholly-owned, together with its pro rata share of the assets, liabilities, revenue and
expenses of limited partnerships in which Whiting was the sole general partner. In June 2005,
Whiting increased its ownership interest to 100% in limited partnerships where it was the sole
general partner and subsequently liquidated them. Investments in entities which give Whiting
significant influence, but not control, over the investee are accounted for using the equity method.
Under the equity method, investments are stated at cost plus the Company’s equity in undistributed
carning and losses.  All intercompany balances and transactions have been eliminated in
consolidation.

Use of Estimates—The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reportcd amounts of revenues and expenses during the reporting
period. Items subject to such estimates and assumptions include (1) oil and gas reserves; (2) cash
flow estimates used in impairment tesis of long-lived assets; (3) depreciation, depletion and
amortization; (4) asset retirement obligations; (5) assigning fair value and allocating purchase price
in connection with business combinations; (6) income taxes; (7) Production Participation Plan and
other accrued liabilities; (8) valuation of derivative instruments; and (9) accrued revenue and related
receivables. Although management believes these estimates are reasonable, actual results could
differ from these estimates.

Cash and Cash Equivalents~Cash equivalents consist of demand deposits and highly liquid
investments which have an original maturity of three months or less.

Accounts Receivable Trade—Whiting's accounts receivable trade consists mainly of receivables
from oil and gas purchasers and joint interest owners on properties the Company operates. For
receivables from joint interest owners, Whiting typically has the ability to withhold future revenue
disbursements to recover any non-payment of joint interest billings. Generally, the Company’s oil
and gas receivables are collected within two months, and to date, the Company has had minimal bad
debts.
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The Company routinely assesses the recoverability of all material trade and other receivables to
determine their collectibility. At December 31, 2007 and 2006, the Company had an allowance for
doubtful accounts of $0.3 million and $0.6 million, respectively.

Inventories—Materials and supplies inventories consist primarily of tubular goods and production
equipment, stated at the lower of weighted-average cost or market. Materials and supplies are
included in other property and equipment. Oil inventory in tanks is carried at the lower of the
estimated cost to produce or market value and is included in prepaid expenses and other.

Oil and Gas Properties

Proved. The Company follows the successful efforts method of accounting for its oil and gas
properties. Under this method of accounting, all property acquisition costs and development costs,
including the cost of CO; purchased for injection, are capitalized when incurred and depleted on a
unit-of-production basis over the remaining life of proved reserves and proved developed reserves,
respectively. Costs of drilling exploratory wells are initially capitalized, but are charged to expense
if the well is determined to be unsuccessful.

The Company assesses its proved oil and gas properties for impairment whenever events or
circumnstances indicate that the carrying value of the assets may not be recoverable. The impairment
test compares undiscounted future net cash flows 1o the assets’ net book value. If the net capitalized
costs exceed future net cash flows, then the cost of the property is written down to “fair value”. Fair
value for oil and gas properties is generally determined based on discounted future net cash flows.
Impairment expense for proved properties is reported in exploration and impairment expense.

Net carrying values of retired, sold or abandoned properties that constitute less than a complete unit
of depreciable property are charged or credited, net of proceeds, to accumulated depreciation,
depletion and amortization unless doing so significantly affects the unit-of-production amortization
rate, in which case a gain or loss 1s recognized in income. Gains or losses from the disposal of
complete units of depreciable property are recognized in income.

Interest cost is capitalized as a component of property cost for exploration and development projects
that require greater than six months to be readied for their intended use. During 2007 and 2006, the
Company capitalized $3.7 million and 3$0.6 million, respectively, of interest. During 2005,
capitalized interest costs were insignificant.

Unproved. Unproved properties consist of costs incurred to acquire undeveloped leases as well as
costs to acquire unproved reserves. Undeveloped lease costs and unproved reserve acquisition costs
are capitalized, and individually insignificant unproved properties are amortized on a composite
basis, based on past success, experience and average lease-term lives. The Company evaluates
significant unproved properties for impairment based on remaining lease term, drilling results,
reservoir performance, seismic interpretation or future plans to develop acreage. Unamortized lease
acquisition costs related to successful exploratory drilling are reclassified to proved properties and
depleted on a unit-of-production basis. As unproved reserves are developed and proven, the
associated costs are likewise reclassified to proved properties and depleted on a unit-of-production
basis. Impairment expense for unproved properties is reported in exploration and impairment
expense.

Exploratory. Geological and geophysical costs, including exploratory seismic studies, and the costs

of carrying and retaining unproved acreage are expensed as incurred. Costs of seismic studies that
are utilized in development drilling within an area of proved reserves are capitalized as development
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costs. Amounts of seismic costs capitalized are based on only those blocks of data used in
determining development well locations. To the extent that a seismic project covers areas of both
proved and unproved reserves, those seismic costs are proportionately allocated between
development costs and exploration expense.

Costs of drilling exploratory wells are initially capitalized, pending determination of whether the
well has found proved reserves. 1f an exploratory well has not found proved reserves, the costs of
drilling the well and other associated costs are charged to expense. Cost incurred for exploratory
wells that find reserves, which cannot yet be classified as proved, continue to be capitalized if (a) the
well has found a sufficient quantity of reserves to justify completion as a producing well, and (b) the
Company is making sufficient progress assessing the reserves and the cconomic and operating
viability of the project. If either condition is not met, or if the Company obtains information that
raises substantial doubt about the economic or operational viability of the project, the exploratory
well costs, net of any salvage value, are expensed.

Other Property and Equipment. Other property and equipment, consisting mainly of an oil pipeline,
furniture and fixtures, leasehold improvements, and automobiles, are stated at cost and depreciated
using the straight-line method over their estimated useful lives, which range from 4 to 33 years.
Also included in other property and equipment are material and supplies inventories which are not
depreciated.

Debt Issuance Costs—Debt issuance costs related to Senior Subordinated Notes are amortized to
interest expense using the effective interest method over the term of the related debt. Debt issuance
costs related to the credit facility are amortized to interest expense on a straight-line basis.

Asset Retirement Obligations and Environmental Costs—Asset retirement obligations relate to
future costs associated with the plugging and abandonment of oil and gas wells, removal of
equipment and facilities from leased acreage and returning such land to its original condition. The
fair value of a liability for an asset retirsment obligation is recorded in the period in which it is
incurred (typically when the asset is installed at the production location), and the cost of such
liability increases the carrying amount of the related long-lived asset by the same amount. The
liability is accreted each period through charges to depreciation, depletion and amortization expense
and the capitalized cost is depleted on a units-of-production basis over the proved developed reserves
of the related asset. Revisions to estimated retirement obligations result in adjustments to the related
capitalized asset and corresponding liabilizy.

Liabilities for environmental costs are recorded on an undiscounted basis when it is probable that
obligations have been incurred and the amounts can be reasonably estimated. These liabilities are
not reduced by possible recoveries from third parties.

Derivative Instruments—The Company enters into derivative contracts, primarily costless collars, to
manage its exposure to commodity price risk and also enters into derivatives, interest rate swaps, to
manage its exposure to interest rate risk. All derivative instruments, other than those that meet the
normal purchase and sales exceptions, are recorded on the balance sheet as either an asset or liability
measured at fair value. Gains and losses from changes in the fair value of derivative instruments are
recognized immediately in earnings, unless the derivative meets specific hedge accounting criteria
and the derivative has been designated as a hedge. Cash flows from derivatives used to manage
commodity price risk and interest rate risk are classified in operating activities along with the cash
flows of the underlying hedged transactions. The Company does not enter into derivative
instruments for speculative or trading purposes.
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For derivatives qualifying as hedges of future cash flows, the effective portion of any changes in fair
value is recognized in accumulated other comprehensive income (loss) and is reclassified to net
income when the underlying forecasted transaction occurs. Any ineffective portion of such hedges is
recognized in earnings as it occurs. The ineffective portion of the hedge, if any, is calculated as the
difference between the change in fair value of the derivative and the estimated change in cash flows
from the item hedged. For discontinued cash flow hedges, prospective changes in the fair value of
the derivative are recognized in net income, The accumulated gain or loss recognized in accumulated
other comprehensive income (loss) at the time a hedge is discontinued continues to be deferred until
the original forecasted transaction occurs. However, if it is determined that the likelihood of the
original forecasted transaction occurring is no longer probable, the entire accumulated gain or loss
recognized in accumulated other comprehensive income (loss) is immediately reclassified into net
income.

For derivatives designated as hedges of the fair value of recognized assets, liabilities or firm
commitments, changes in the fair values of both the hedged item and the related derivative are
recognized immediately in net income with an offsetting effect included in the basis of the hedged
item. The net effect is to report in net income the extent to which the hedge is not effective, if any, in
achieving offsetting changes in fair value.

The Company formally documents all relationships between hedging instruments and hedged items,
as well as the risk management objectives and strategy for undertaking the hedge. This process
includes specific identification of the hedging instrument and the hedged item, the nature of the risk
being hedged and the manner in which the hedging instrument’s effectiveness will be assessed. To
designate a derivative as a cash flow hedge, the Company documents at the hedge’s inception its
assessment as to whether the derivative will be highly effective in offsetting expected changes in
cash flows from the item hedged. This assessment, which is updated at least quarterly, is generally
based on the most recent relevant historical correlation between the derivative and the item hedged.
if, during the derivative’s term, the Company determines the hedge is no longer highly effective,
hedge accounting is prospectively discontinued.

Revenue Recognition—Oil and gas revenues are recognized when production is sold to a purchaser
at a fixed or determinable price, when delivery has occurred and title has transferred, and if the
collectibility of the revenue is probable. Revenues from the production of gas properties in which
the Company has an interest with other producers are recognized on the basis of the Company’s net
working interest (entitlement method). Net deliveries in excess of entitled amounts are recorded as
liabilities, while net under deliveries are reflected as receivables. Gas imbalance receivables or
payables are valued at the lowest of (i) the current market price; (ii) the price in effect at the time of
production; or (iii) the contract price, if a contract is in hand. As of December 31, 2007 and 2006,
the Company was in a net (over) under produced imbalance position of (102,000) Mcf and (273,000)
Mecf, respectively.

General and Administrative Expenses—General and administrative expenses are reported net of
reimbursements of overhead costs that are allocated to working interest owners in the oil and gas
properties operated by Whiting,

Maintenance and Repairs—Maintenance and repair costs which do not extend the useful lives of
property and equipment are charged to expense as incurred. Major replacements, renewals and
betterments are capitalized.

Income Taxes—Income taxes are provided based on earnings reported for tax return purposes in
addition to a provision for deferred income taxes. Deferred income taxes are accounted for using the
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liability method. Under this method, deferred tax assets and liabilities are determined by applying
the enacted statutory tax rates in effect at the end of a reporting period to the cumulative temporary
differences between the tax bases of assets and liabilities and their reported amounts in the
Company’s financial statements. The effcet on deferred taxes for a change in tax rates is recognized
in income in the period that includes the enactment date. A valuation allowance for deferred tax
asscts 1s established when it is more likely than not that some portion of the benefit from deferred tax
assets will not be realized. Effective January 1, 2007, the Company adopted Financial Accounting
Standards Board (“FASB”) Interpretation No. 48, Accounting for Uncertainty in Income Taxes — An
Interpretation of FASB Statement No. 109 (“FIN 48"). In accordance with this pronouncement, the
Company’s income tax positions must rneet a more-likely-than-not recognition threshold to be
recognized, and any potential accrued interest and penalties related to unrecognized tax benefits are
recognized within income tax ¢xpense.

Earnings Per Share—Basic net income per common share is calculated by dividing net income by
the weighted average number of common shares outstanding during cach year. Diluted net income
per common share is calculated by dividing net income by the weighted average number of common
shares outstanding and other dilutive securities. The only securities considered dilutive are the
Company’s unvested resiricted stock awards.

Industry Segment and Geographic Inforimation—The Company has evaluated how it is organized
and managed and identified only one operating segment, which is the exploration and production of
crude oil, natural gas and natural gas liquids. The Company considers its gathering, processing and
marketing functions as ancillary to its oil and gas producing activities. All of the Company’s
operations and assets are located in the United States, and substantially all of its revenues are
attributable to United States customers.

Fair Value of Financial Instruments—The Company has included fair value information in these
notes when the fair value of our financial instruments is materially different from their bock value.
Cash and cash equivalents, accounts receivable and payable are carried at cost, which approximates
their fair value because of the short-terrn maturity of these instruments. The Company’s credit
agreement has a recorded value that approximates its fair valuc since its variable interest rate is tied
to current market rates. The Company’s interest rate swap and the related hedged portion of its
Senior Subordinated Notes are recorded at fair value, as are derivative financial instruments, which
arc also reported on the balance sheet at fair market value.

Concentration of Credit Risk—Whiting is exposed to credit risk in the event of nonpayment by
counterparties, a significant portion of which are concentrated in energy related industries. The
creditworthiness of customers and other counterparties is subjcct to continuing review, including the
use of master netting agreements, where appropriate. During 2007, sales to Valero Energy
Corporation and Plains Marketing LP accounted for 14% and 13%, respectively, of the Company’s
total oil and gas production revenue. During 2006, sales to Plains Marketing LP and Valero Energy
Corporation accounted for 16% and 12%, respectively, of the Company’s total oil and gas
production revenue. During 2005, sales to Teppco Crude Oil LLC accounted for 10% of the
Company’s total oil and gas production revenue.

Reclassifications—Certain reclassifications have been made to prior years’ reported amounts in
order to conform to the current year przsentation. Such reclassifications had no impact on net

income, stockholders” equity or cash flow: previously reported.

Change in Accounting Principle—In June 2006, the FASB issued FIN 48, and this interpretation
creates a single model to address accouvnting for uncertainty in tax positions. Specifically, the
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pronouncement prescribes a recognition threshold and a measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. The interpretation also provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, disclosure and transition of certain tax positions.

The Company adopted the provisions of FIN48 on Janumary 1, 2007. As a result of the
implementation of FIN 48, the Company recognized a $0.3 million increase in the lability for
unrecognized tax benefits, which was accounted for as a reduction to the January 1, 2007 balance of
retained earnings and a corresponding increase in other long-term liabilities.

New Accounting Pronouncements—In September 2006, the FASB issued Statement No. 157, Fair
Value Measurements (“SFAS 1577). The adoption of SFAS 157 is not expected to have a material
impact on our consolidated financial position, cash flows or results of operations. However,
additional disclosures may be required about the information used to develop the measurements.
SFAS 157 establishes a single authoritative definition of fair value, sets out a framework for
measuring fair value and requires additional disclosures about fair value measurements. This
Standard requires companies to disclose the fair value of their financial instruments according to a
fair value hierarchy. SFAS 157 does not require any new fair value measurements, but will remove
inconsistencies in fair value measurements between various accounting pronouncements. SFAS 137
is effective for financial statements issued for fiscal years beginning after November 15, 2007 and
interim periods within those fiscal years.

In February 2007, the FASB issued Statement No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities — Including an amendment of FASB Statement No. 115 (“SFAS 1597).
SFAS 159 expands the use of fair value accounting but does not affect existing standards which
require assets or liabilities to be carried at fair value. Under SFAS 159, a company may elect to use
fair value to measure many financial insttuments and certain other assets and liabilities at fair value.
Whiting decided not to elect fair value accounting for any of our eligible items. The adoption of
SFAS 159 therefore will have no impact on our consolidated financial position, cash flows or results
of operations. If the use of fair value is elected (the fair value option), any upfront costs and fees
related to the item must be recognized in earnings and cannot be deferred, e.g., debt issue costs. The
fair value election is irrevocable and generally made on an instrument-by-instrument basis, even if a
company has similar instruments that it elects not to measure based on fair value. At the adoption
date, unrealized gains and losses on existing items for which fair value has been elected are reported
as a cumulative adjustment to beginning retained earnings. Subsequent to the adoption of SFAS 159,
changes in fair value are recognized in eamings. SFAS 159 is effective for fiscal years beginning
after November 15, 2007,

In December 2007, the FASB issued Statement No. 141R, Business Combinations (“SFAS 141R”).
SFAS 141R establishes principles and requirements for how the acquirer of a business recognizes
and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and
any noncontrolling interest in the acquiree. The statement also provides guidance for recognizing
and measuring the goodwill acquired in the business combination and determines what information
to disclose to enable users of the financial statement to evaluate the nature and financial effects of the
business combination. SFAS 141IR is effective for financial statements issued for fiscal years
beginning after December 15, 2008. Accordingly, any business combinations the Company engages
in will be recorded and disclosed following existing GAAP until January 1, 2009. The Company
expects SFAS No. 141R will have an impact on our consolidated financial statements when
effective, but the nature and magnitude of the specific effects will depend upon the nature, terms and
size of the acquisitions we consummate after the effective date.
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ACQUISITIONS AND DIVESTITURES

2007 Acquisitions

There were no significant acquisitions during the year ended December 31, 2007.

2007 Divestitures

On July 17, 2007, the Company sold its approximate 50% non-operated working interest in several
gas ficlds located in the LaSalle and Webb Counties of Texas for total cash proceeds of $40.1
million, resulting in a pre-tax gain on sale of $29.7 million. The divested properties had estimated
proved reserves of 2.3 MMBOE as of Dzcember 31, 2006, adjusted to the July 1, 2007 divestiture
effective date, thereby yielding a sale pr:ce of $17.77 per BOE. The June 2007 average daily net
production from these fields was 0.8 MBOE/d.

During 2007, the Company sold its interests in several additional non-core properties for an
aggregate amount of $12.5 million in cash for total estimated proved reserves of 0.6 MMBOE as of
the divestitures’ effective dates. The divested properties are located in Colorado, Louisiana,
Michigan, Montana, New Mexico, North Dakota, Oklahoma, Texas and Wyoming. The average
daily net production from the divested property interests was 0.3 MBOE/d as of the dates of
disposition.

2006 Acquisitions

Utah Hingeline. On August 29, 2006, Whiting acquired a 15% working interest in approximately
170,000 acres of unproved properties in the central Utah Hingeline play for $25.0 million. No
producing properties or proved reserves were associated with this acquisition, As part of this
transaction, the operator agreed to pay 100% of Whiting’s drilling and completion costs for the first
three wells in the project. The first of these three wells was drilled in the fourth quarter of 2006, but
did not find commercial quantities of hydrocarbons. The second well was drilled in the fourth
quarter of 2007, but it has been cased and temporarily abandoned pending resumed operations after
lease stipulations allow operations to continue in the third quarter of 2008. The third well is planned
to be drilled before the end of 2008,

Michigan Properties. On August 15, 2006, Whiting acquired 65 producing propertics, a gathering
line, gas processing plant and 30,437 net acres of leasehold held by production in Michigan. The
purchase price was $26.0 million for estimated proved reserves of 1.4 MMBOE as of the acquisition
effective date of May 1, 2006, resulting in a cost of $18.55 per BOE of estimated proved reserves.
Proved developed reserve quantities represented 99% of the total proved reserves acquired. The
average daily production from the properties was 0.6 MBOE/d as of the acquisition effective date.
The Company operates 85% of the acquized properties.

The Company funded its 2006 acquisitions with cash on hand as well as through borrowings under
its credit agreement.

2006 Divestitures

During 2006, the Company sold its interests in several non-core properties for an aggregate amount
of $24.4 million in cash, which consisted of total estimated proved reserves of 1.4 MMBOE as of the
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divestitures’ effective dates. The divested properties included interests in the Cessford field in
Alberta, Canada; Permian Basin of West Texas and New Mexico; and the Ashley Valley field in
Uintah County, Utah. The average net production from the divested property interests was 0.4
MBOE/d as of the dates of disposition, and the Company recognized a pre-tax gain of $12.1 million
in the fourth quarter of 2006 on the sale of these properties,

2005 Acquisitions

North Ward Estes and Ancillary Properties. On October 4, 2005, the Company acquired the
operated interest in the North Ward Estes field in Ward and Winkler counties, Texas, and certain
smaller fields located in the Permian Basin. The purchase price was $459.2 million, consisting of
$442.0 million in cash and 441,500 shares of the Company’s common stock, for estimated proved
reserves of 82.1 MMBOE as of the acquisition effective date of July 1, 2005, resulting in a cost of
$5.58 per BOE of estimated proved reserves. Proved developed reserve quantities represented 36%
of the total proved reserves acquired. The average daily production from the propertics was 4.6
MBOE/d as of the acquisition effective date. The Company funded the cash portion of the purchase
price with the net proceeds from the Company’s public offering of common stock and private
placement of 7% Senior Subordinated Notes due 2014.

Postle Field On August 4, 2005, the Company acquired the operated interest in producing oil and
gas fields located in the Oklahoma Panhandle. The purchase price was $343.0 million for estimated
proved reserves of 40.3 MMBOE as of the acquisition effective date of July 1, 2005, resulting in a
cost of $8.52 per BOE of estimated proved reserves. Proved developed reserve quantities
represented 57% of the total proved reserves acquired. The average daily production from the
properties was 4.2 MBOE/d as of the acquisition effective date. The Company funded the
acquisition through borrowings under its credit agreement.

Limited Partnership Interests.  On June 23, 2005, the Company acquired all of the limited
partnership interests in three institutional partnerships managed by its wholly-owned subsidiary,
Whiting Programs, Inc. The partnership propertics are located in Louisiana, Texas, Arkansas,
Oklahoma and Wyoming. The purchase price was $30.5 million for estimated proved reserves of 2.9
MMBOE as of the acquisition effective date of January [, 2005, resulting in a cost of $10.52 per
BOE of estimated proved reserves. Proved developed reserve quantities represented 99% of the total
proved reserves acquired. The average daily production from the properties was 0.7 MBOE/d as of
the acquisition effective date. The Company funded the acquisition with cash on hand.

Green River Basin. On March 31, 2005, the Company acquired operated interests in five producing
natural gas fields in the Green River Basin of Wyoming. The purchase price was $65.0 miliion for
estimated proved reserves of 8.4 MMBOE as of the acquisition effective datc of March 1, 2005,
resulting in a cost of $7.74 per BOE of estimated proved reserves. Proved developed reserve
quantities represented 68% of the total proved reserves acquired. The average daily production from
the properties was 1.1 MBOE/d as of the acquisition effcctive date. The Company funded the
acquisition through borrowings under its credit agreement and with cash on hand.

As these acquisitions were recorded using the purchase method of accounting, the results of
operations from the acquisitions are included with the Company’s results from the respective
acquisition dates noted above. The table below summarizes the allocation of the purchase price for
each 2005 purchase transaction based on the acquisition date fair values of the assets acquired and
the habilities assumed (in thousands).
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3.

N. Ward

Estes and All Other
Postle Field  Ancillary  Acquisitions
Purchase Price:
Cash paid, net of cash acquired ............................ $ 343,000 S 442000 § 95433
Common stock issued ..o - 17,175 -
TOUA oo ereee e $ 343000 5 459,175 5 95433
Allocation of Purchase Price:
Working capital .........cccooovienniineiiseiiiina, $ - 8 - $ 209
Oil and gas properties ......ccccocvvvvererr e e 343,513 463,340 95,832
Other long-term assets..........ccoovevivinivverereneronns 243 - -
Other non-current liabilities..............occoverreven. (756) (4,165) (2,495)
L L) DO $ 343,000 % 459,175 § 95433

Acquisition Pro Forma

Pro forma effects of 2007 and 2006 acquisitions were insignificant to the Company’s results of
operations. The following table reflects the pro forma results of operations for the year ended
December 31, 2005 as though the above 2005 acquisitions had occurred on January 1, 2005. The pro
forma information includes numerous assumptions and is not necessarily indicative of future results

of operations.

Revenucs and other income ... vvvveeei e,
NET HICOIME .1 eiee i eerriee e vrierres s sereseerrrnserereessennns
Net income per common share, basic ...
Net income per common share, diluted .................

LONG-TERM DEBT

Year Ended December 31, 2005

As Reported Pro Forma

(In thousands, except per
common share data)

§ 540,448 $ 652,634
121,922 155,462
3.89 4.05

3.88 4.04

Long-term debt consisted of the following at December 31, 2007 and 2006 (in thousands):

Credit agreement.......o.cceveeeeneenieneeresreeeee e
7.25% Senior Subordinated Notes due 2012, net of
unamortized debt discount of $537 and $687,
TESPECHVELY coiiiii et
7.25% Senior Subordinated Notes due 2013, net of
unamortized debt discount of $1,966 and $2,424,
TESPECHIVELY Lo
7% Senior Subordinated Notes due 2014 ...................
Total debt.....ocvvieeceee e
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December 31,

2007 2006
$ 250,000 $ 380,000
150,214 147,820
218,034 217,576
250,000 250,000
% 868,248 $ 995,396




Credit Agreement—The Company’s wholly-owned subsidiary, Whiting Oil and Gas Corporation
(“Whiting Oil and Gas™) has a $1.2 billion credit agreement with a syndicate of banks that, as of
December 31, 2007, had a borrowing base of $900.0 million. The borrowing base under the credit
agreement is determined at the discretion of the lenders, based on the collateral value of the proved
reserves that have been mortgaged to the lenders, and is subject to regular redeterminations on May 1
and November 1 of each year, as well as special redeterminations described in the credit agreement.
As of December 31, 2007, outstanding borrowings under the credit agreement totaled $250.0 million.

The credit agreement provides for interest only payments until August 31, 2010, when the entire
amount borrowed is due. Whiting Oil and Gas may, throughout the five-year term of the credit
agreement, borrow, repay and reborrow up to the borrowing base in effect at any given time. The
lenders under the credit agreement have also cominitted to issue letters of credit for the account of
Whiting Oil and Gas or other designated subsidiaries of the Company in an aggregate amount not to
exceed $50.0 million. As of December 31, 2007, letters of credit totaling $0.2 million were
outstanding under the credit agreement.

Interest accrues, at Whiting Qil and Gas’ option at either (1) the base rate plus a margin, where the
base rate is defined as the higher of the prime rate or the federal funds rate plus 0.5% and the margin
varies from 0% to 0.5% depending on the utilization percentage of the borrowing base, or (2) at the
LIBOR rate plus a margin, where the margin varies from 1.00% to 1.75% depending on the
utilization percentage of the borrowing base. The Company has consistently chosen the LIBOR rate
option since it delivers the lowest effective interest rate. Commitment fees of 0.25% to 0.375%
accrue on the unused portion of the borrowing base, depending on the utilization percentage, and are
included as a component of intcrest expense. At December 31, 2007, the weighted average interest
rate on the outstanding principal balance under the credit agreement was 6.1%.

The credit agreement contains restrictive covenants that may limit the Company’s ability to, among
other things, pay cash dividends, incur additional indebtedness, sell assets, make loans to others,
make investments, enter into mergers, enter into hedging contracts, change material agreements,
incur liens and engage in certain other transactions without the prior consent of the lenders and
requires the Company to maintain a debt to EBITDAX ratio (as defined in the credit agreement) of
less than 3.5 to 1 and a working capital ratio {(as defined in the credit agreement which includes an
add back of the available borrowing capacity under the credit facility) of greater than | to 1. Except
for limited exceptions, including the payment of interest on the senior notes, the credit agreement
restricts the ability of Whiting Oil and Gas and Whiting Petroleum Corporation’s wholly-owned
subsidiary, Equity Oil Company, to make any dividends, distributions, principal payments on senior
notes, or other payments to Whiting Petroleum Corporation. The restrictions apply to all of the net
assets of these subsidiaries. The Company was in compliance with its covenants under the credit
agreement as of December 31, 2007. The credit agrzement is secured by a first lien on all of Whiting
Oil and Gas’ properties included in the borrowing base for the credit agreement. Whiting Petroleum
Corporation and Equity Oil Company have guarantced the obligations of Whiting Qil and Gas under
the credit agreement. Whiting Petroleum Corporation has pledged the stock of Whiting Oil and Gas
and Equity Oil Company as security for its guarantee, and Equity Oil Company has mortgaged all of
its properties, that are included in the borrowing base for the credit agreement, as security for its
guarantee.

Senior Subordinated Notes—In October 2005, the Company issued at par $250.0 million of 7%
Senior Subordinated Notes due 2014. The estimated fair value of these notes was $246.6 million as
of December 31, 2007.
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In April 2005, the Company issued $220.0 million of 7.25% Scnior Subordinated Notes due 2013.
These notes were issued at 98.507% of par, and the associated discount of $3.3 miliion is being
amortized to interest expense over the term of these notes, yielding an effective interest rate of 7.5%.
The estimated fair value of these notes was $215.9 million as of December 31, 2007.

In May 2004, the Company issued $150.0 million of 7.25% Senior Subordinated Notes due 2012.
These notes were issued at 99.26% of par, and the associated discount of $1.1 million is being
amortized to interest expense over the term of these notes, vielding an effective interest rate of 7.4%.
The estimated fair value of these notes was $147.0 million as of December 31, 2007.

The notes are unsecured obligations of Whiting Petroleum Corporation and are subordinated to all of
the Company’s senior debt, which currently consists of Whiting O1l and Gas’ credit agreement. The
indentures governing the notes contain various restrictive covenants that are substantially identical
and may limit the Company’s ability to, among other things, pay cash dividends, redeem or
repurchase the Company’s capital stock or the Company’s subordinated debt, make investments,
incur additional indebtedness or issue preferred stock, sell assets, consolidate, merge or transfer all or
substantially all of the assets of the Company and its restricted subsidiaries taken as a whole, and
enter into hedging contracts. These coverants may potentially limit the discretion of the Company’s
management in certain respects. The Company was in compliance with these covenants as of
December 31, 2007. The Company’s wholly-owned operating subsidiaries, Whiting Oil and Gas,
Whiting Programs, Inc. and Equity Oil Company (the “Guarantors™), have fully, unconditionally,
jointly and severally guaranteed the Company’s obligations under the notes. The Company does not
have any subsidiaries other than the Guarantors, minor or otherwise, within the meaning of Rule 3-
10(h)(6) of Regulation S-X of the Securities and Exchange Commission, and Whiting Petroleum
Corporation has no assets or operations independent of this debt and its investments in guarantor
subsidiaries.

Interest Rate Swap—In August 2004, the Company entered into an interest rate swap contract to
hedge the fair value of $75.0 million of its 7.25% Senior Subordinated Notes duc 2012, Because this
swap meets the conditions to qualify for the “short cut” method of assessing effectiveness, the
change in fair value of the debt is assumzd to equal the change in the fair value of the interest rate
swap. As such, there is no incffectivencss assumed to exist between the interest rate swap and the
notes.

The interest rate swap is a fixed for floating swap in that the Company receives the fixed rate of
7.25% and pays the floating rate. The floating rate is redetermined every six months based on the
LIBOR rate in effect at the contractual reset date. When LIBOR plus the Company’s margin of
2.345% is less than 7.25%, the Company receives a payment from the counterparty equal to the
difference in rate times $75.0 million for the six month period. When LIBOR plus the Company’s
margin of 2.345% is greater than 7.25%, the Company pays the counterparty an amount equal to the
difference in rate times $75.0 million for the six month period. The LIBOR rate at December 31,
2007 was 4.6%. For the years ended December 31, 2007, 2006 and 2005, Whiting recognized
realized gains (losses) of $(0.4) million, $(0.05) million and $1.5 million, respectively, on the
interest rate swap. As of December 31, 2007, the Company has recorded a long-term asset of $0.8
million related to the interest rate swap, which has been designated as a fair value hedge, with an
offsetting increase to the fair value of the 7.25% Senior Subordinated Notes due 2012.

ASSET RETIREMENT OBLIGATIONS

The Company’s asset retirement obligations represent the estimated future costs associated with the
plugging and abandonment of oil and gas wells, removal of equipment and facilities from leased
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acreage, and land restoration (including removal of certain onshore and offshore facilities in
California), in accordance with applicable local, state and federal laws. The Company determines
asset retirement obligations by calculating the present value of estimated cash flows related to plug
and abandonment obligations. The current portion at December 31, 2007 and 2006 is $1.3 million
and $0.6 million, respectively, and is recorded in accrued liabilities. The following table provides a
reconciliation of the Company’s asset retirement cbligations for the years ended December 31, 2007
and 2006 (in thousands):

Year Ended December 31,

2007 2006
Beginning asset retirement obligation..........cccceenenes $ 37,534 $ 32,246
Revisions in estimated cash flows.......coooivceiiiiccieencnee 76 3,719
Additional liability incurred..........ccoocoviecrreinricniinrecveee 1,490 2,260
ACCTEHON EXPEINSE .ottt ettt ie et ee e et 2,850 2,288
Obligations on sold properties ...........co.vvvnvecviicnircnens (2,557 (1,432)
Liabilities settled ... ...oooeiireeee e (2,200) (1,547)
Ending asset retirement obligation...........ccoccveveceivieereicne $ 37,192 $ 37,534

DERIVATIVE FINANCIAL INSTRUMENTS

Whiting enters into derivative contracts, primarily costless collars, to hedge future crude oil and
natural gas production in order to mitigate the risk of market price fluctuations. Historically, prices
received for oil and gas production have been volatile because of seasonal weather patterns, supply
and demand factors, worldwide political factors and general economic conditions. Costless collars
are designed to establish floor and ceiling prices on anticipated future oil and gas production. The
Company has designated these contracts as cash flow hedges designed to achieve a more predictable
cash flow, as well as to reduce its exposure to price volatility. While the use of these derivative
instruments limits the downside risk of adverse price movements, they may also limit future
revenues from favorable price movements. The Company does not enter into derivative instruments
for speculative or trading purposes.

At December 31, 2007, accumulated other comprehensive loss consisted of $72.8 million ($46.1
million after tax) of unrealized losses, representing the mark-to-market value of the Company’s open
commeodity contracts, designated as cash flow hedges, as of the balance sheet date. At December 31,
2006, accumulated other comprehensive loss consisted of $9.3 million ($5.9 million after tax) of
unrealized losses, representing the mark-to-market value of the Company’s open commodity
contracts, designated as cash flow hedges, as of the balance sheet date.

For the years ended December 31, 2007, 2006 and 2005, Whiting recognized realized cash
settlement losses of $21.2 million, $7.5 million and $33.4 million, respectively, on commodity
derivative settlements. Based on the estimated fair value of the Company’s derivative contracts at
December 31, 2007, it expects to reclassify net losses of $72.8 million into earnings related to
derivative contracts during the next twelve months; however, actual cash settlement gains and losses
recognized may differ materially. The Company has hedged 4.0 MMbbl of crude oil volumes in
2008.

The Company has also entered into an interest rate swap designated as a fair value hedge as further
explained in Long-Term Debt.
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STOCKHOLDERS’ EQUITY

Common Stock Offering—On July 3, 2007, the Company completed a public offering of its
common stock under its existing shelf registration statement, selling 5,425,000 shares of common
stock at a price of $40.50 per share, providing net proceeds of $210.4 million. The number of shares
includes the sale of 425,000 shares pursuant to the exercise of the underwriters’ overallotment
option. The Company used the net proceeds to repay a portion of the debt outstanding under its
credit agreement.

On October 4, 2005, the Company completed a public offering of its common stock, selling
6,612,500 shares of common stock at a price of $43.60 per share, providing net proceeds of $277.1
million. The number of shares includes tae sale of 862,500 shares pursuant to the exercise of the
underwriters’ overallotment option. The Company used the net proceeds to pay the cash portion of
the purchase price for the acquisition of the North Ward Estes properties and to repay a portion of
the debt outstanding under its credit agreement, which incremental borrowings were incurred in
connection with the acquisition of the Postle properties.

Equity Incentive Plan—The Company maintains the Whiting Petroleum Corporation 2003 Equity
Incentive Plan (“the Plan”), pursuant to which two million shares of the Company’s common stock
have been reserved for issuance. No employee or officer participant may be granted options for
more than 300,000 shares of common stack, stock appreciation rights with respect to more than
300,000 shares of common stock, or more than 150,000 shares of restricted stock during any
calendar year.

Restricted stock awards for executive officers, directors and employees generally vest ratably over
three years. In February 2007, however, restricted stock awards granted to executive officers
included certain performance conditions, in addition to the standard three-year service condition, that
must be met in order for the stock awards 1o vest. The Company believes that it is probable that such
performance conditions will be achieved and has accrued compensation cost accordingly for its 2007
restricted stock grants to executives.

The following table shows a summary of the Company’s nonvested restricted stock as of December
31, 2005, 2006 and 2007 as well as activity during the years then ended (share and per share data,
not presented in thousands):

Weighted

Average
Number Grant Date
of Shares Fair Value

Restricted stock awards nonvested, January 1, 2005 ... 105,197 $ 21.83
€] 011 1< P R TOOP 84,652 $ 40.26
A 1 s P UV UUPUTUUR R (28,699) $ 21.73
FOrfeited. ..ot e e (15,387) $ 23.19
Restricted stock awards nonvested, December 31, 2005 ..., 145,763 $ 32.34
L€ v 1111 PSSP P 125,999 $ 43.38
VESEEA. .ttt tiet e e (58,409) $ 27.81
FOLfeited. .. oo e e (10,089) $ 37.87
Restricted stock awards nonvested, Dzcember 31, 2006 ................. 203,264 $ 39.33
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Granted. .. ..o e 150,815 $ 45.24

R (T O (101,985) $ 36.13
Forfeited. .o ——— (12,438) $ 4428
Restricted stock awards nonvested, December 31, 2007 ............ 239,656 $ 44.15

The grant date fair value of restricted stock is determined based on the closing bid price of the
Company’s common stock on the grant date. The Company uses historical data and projections to
estimate expected employee behaviors related to restricted stock forfeitures. The expected
forfeitures are then included as part of the grant date estimate of compensation cost.

As of December 31, 2007, there was $3.5 million of total unrecognized compensation cost related to
unvested restricted stock granted under the Plan. That cost is expected to be recognized over a
wetghted average period of 1.9 years. For the years ended December 31, 2007, 2006 and 2005, the
total fair value of restricted stock vested was $4.7 million, $2.6 million and $1.4 million,
respectively.

Rights Agreement—On February 23, 2006, the Board of Directors of the Company declared a
dividend of one preferred share purchase right (a “Right™) for each outstanding share of common
stock of the Company payable to the stockholders of record as of March 2, 2006. Each Right entitles
the registered holder to purchase from the Company one one-hundredth of a share of Series A Junior
Participating Preferred Stock, par value $0.001 per share (“Preferred Shares™), of the Company at a
price of $180.00 per one one-hundredth of a Preferred Share, subject to adjustment. If any person
becomes a 15% or more stockholder of the Company, then each Right (subject to certain limitations)
will entitle its holder to purchase, at the Right’s then current exercise price, a number of shares of
common stock of the Company or of the acquirer having a market value at the time of twice the
Right’s per share exercise price. The Company’s Board of Directors may redeem the Rights for
$0.001 per Right at any time prior to the time when the Rights become exercisable. Unless the
Rights are redeemed, exchanged or terminated earlier, they will expire on February 23, 2016.

EMPLOYEE BENEFIT PLANS

Production Participation Plan—The Company has a Production Participation Plan (the “Plan”) in
which all employees participate. On an annual basis, interests in oil and gas properties acquired,
developed or sold during the year are allocated to the Plan as determined annually by the
Compensation Committee. Once allocated, the interests (not legally conveyed) are fixed. Interest
allocations prior to 1995 consisted of 2%-3% overriding royalty interests. Interest allocations since
1995 have been 2%-5% of oil and gas sales less lease operating expenses and production taxes,

Payments of 100% of the year’s Plan interests to employees and the vested percentages of former
employees in the year’s Plan interests are made annually in cash after year-end. Accrued
compensation expense under the Plan for the years ended December 31, 2007, 2006 and 2005
amounted to $15.8 million, $13.2 million and $10.2 million, respectively, charged to general and
administrative expense and $2.8 million, $2.5 million and $1.9 million, respectively, charged to
exploration expense.

Emplayees vest in the Plan ratably at 20% per year over a five year period. Pursuant to the terms of
the Plan, (1) employees who terminate their employment with the Company are entitled to receive
their vested allocation of future Plan year payments on an annual basis; (2) employees will become
fully vested at age 62, regardless of when their interests would otherwise vest; and (3) any forfeitures
for Plan years after 2003 inure to the benefit of the Company.,
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The Company uses average historical prices to estimate the vested long-term Production
Participation Plan liability. At December 31, 2007, the Company used five-year average historical
NYMEX prices of $54.82 for crude oil and $6.68 for natural gas to estimate this liability. If the
Company were 10 terminate the Plan or upon a change in control (as defined in the Plan), all
employees fully vest, and the Company would distribute to each Plan participant an amount based
upon the valuation method set forth in the Plan in a lump sum payment twelve months afier the date
of termination or within one month after a change in control event. Based on prices at December 31,
2007, if the Company elected to terminate the Plan or if a change of control event occurred, it is
estimated that the fully vested lump sum cash payment to employees would approximate $125.2
million. This amount includes $20.8 million attributable to proved undeveloped oil and gas
properties and $18.6 million relating to the short-term portion of the Plan liability, which has been
accrued as a current payable to be paid in February 2008. The ultimate sharing contribution for
proved undeveloped oil and gas properties will be awarded in the year of Plan termination or change
of control. However, the Company has no intention to terminate the Plan.

The following table presents changes in the estimated long-term liability related to the Plan (in
thousands):

Year Ended December 31,
2007 2006
Beginning Production Participation Plan liability......... $ 25,443 $ 19,287
Change in liability for accretion, vesting and change
10 ESHIMALES .vevveeieeeeceeceeie e e et ceaesereee e cnenaes 27,225 21,849
Reduction in liability for cash payments accrued and
recognized as compensation eXpense ..................... (18,626) (15,693)
Ending Production Participation Plan liability.............. $ 34,042 $ 25,443

The Company records the expense associated with changes in the present value of estimated non-
current future payments under the Plan as a separate line item in the consolidated statements of
income. The amount recorded is not allocated to general and administrative expense or exploration
expense because the adjustment of the liability is associated with the future net cash flows from the
oil and gas properties rather than current period performance. The table below presents the
estimated allocation of the change in the non-current portion of the liability if the Company did
allocate the adjustment to these specific line items (in thousands).

Year Ended December 31,
2007 2006 2005
General and administrative eXpense...........cco.ccoeuee. $ 7,293 $ 5,196 $ 8,186
EXploration eXpense........eeuveeceeveeeniinnscescersecrneans 1,306 960 1,522
TOA oot e e er s $ 8,599 $ 6,156 § 9,708

401(k) Plan—The Company has a defined contribution retirement pian for all employees. The plan
is funded by employee contributions and discretionary Company contributions. The Company’s
contributions for 2007, 2006 and 2005 were $2.4 million, $2.1 million and $1.2 million, respectively.
Employees vest in employer contributions at 20% per year of completed service.




INCOME TAXES
Income tax expense consists of the following (in thousands):

Year Ended December 31,

2007 2006 2005
Current income tax expense:

Federal ..ottt 3 32 $ 11,576 $ 5,076
SHALE ..o oot 518 770 3,438
Total current income tax expense................. 550 12,346 8,514

Deferred income tax expense:
Federal ... 72,937 65,402 59,538
SHALE .vvoevve e ses e 3,075 (849) 6,124
Total deferred income tax expense .............. 76,012 64,562 65,662
TOUAL vt $§ 76562 3 76908 § 74,176

Income tax expense differed from amounts that would result from applying the U.S. statutory income
tax rate (35%) to income before income taxes as follows (in thousands):

Year Ended December 31,

2007 20006 2005

U.S. statutory income tax eXpense ...........ooceeeen... § 72,506 $ 81,645 $ 68,634
State income taxes, net of federal benefit ............. 4,176 907 7.028
Tax CredilS ..o veer e e rre e 330 (4,206) (929)
Statutory depletion ...........cceiinieinincieniciiees (405) (1,245) (434)
Enacted changes in state tax laws .....oocovieennn. (599) (1,295) -
Change in valuation allowance .........cccoovonnennn, 67 1,163 -
Permanent MeImMS ..o eeeeeeeeemrreae e s seanens 570 (187) (123
Oher ..o (83) 126 -

TOtal. .o $ 76,562 $ 76,908 § 74,176
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The principal components of the Company’s deferred income tax assets and liabilities at
December 31, 2007 and 2006 were as follows (in thousands):

Year Ended December 31,
2007 2006
Deferred income tax assets:

Net operating loss carryforward ...........c.ccoeiniiininniie, § 20952 5 -
Derivative INSHUMIEINES ... oot cieais e sisiresssstessesibrrae e 26,680 3,433
Production Participation Plan liability.............ccococciiiiiinne. 12,581 9,357
Tax sharing lability ..ot e 10,598 9,993
Asset retirement obligations .........eceveeirerrevrnceciciicrne e 11,806 11,673
Restricted stock compensation ... v eeceenesicncec 2,274 1,849
Enhanced oil recovery credit carryforwards.........ccoecnnccnnne 7.946 6,894
Alternative minimum tax credit carryforwards ......ccoooeeeeee 9.653 9,900
State deduCtiBleS ...cooiiveeicee et 2,135 -
Foreign tax credit carryforwards ......ooevvenivenecicnicicienceens 1,230 1,560
(8111 7=1 SRR PR URTRDTPPPPON 110 -

Total deferred INCOME tax aSSELS vvvvvveiriiriierie e, 105,965 54,659
Less valuation allowances.........cccocovvieiniiiiin e, (1,230) (1,163)

Net deferred INCOME LAX 55€L5....vvirvviveevieercrrreerereeersvnneees 104,735 53,496

Deferred income tax liabilities:

Oil and gas Properties........c..ocooeviiiiiiiinininnrineeise s ierasseeeeens 319,979 215,488
OHET vttt e s s e et e ettt e et e eeraeeanten - 14

Total deferred income tax labilities. ...cooovvevveirviieiiinnnnnn 319,979 215,502
Total net deferred income tax liabilities.......ccoovvvieriiereeeeennn $ 215,244 $ 162,006

At December 31, 2007, the Company had federal and state net operating loss carryforwards of $21.0
million. [f unutilized, the federal net operating loss will expire in 2027 and the state net operating
loss will expire between 2012 and 2027,

EOR credits are a credit against federal income taxes for certain costs related to extracting high-cost
oil, utilizing certain prescribed “enhanced” tertiary recovery methods. As of December 31, 2007, the
Company had recognized aggregate enhanced oil recovery credits of $7.9 million that are available
to offset regular federal income taxes in tae future. These credits can be carried forward and will
expire between 2023 and 2025. Federal EOR credits are subject to phase-out according to the level
of average domestic crude oil prices. Due to recent high oil prices, the EOR credit was phased-out
for 2007 and 2006.

The Company is subject to the alternative minimum tax (“AMT”) principally due to accelerated tax
depreciation. As of December 31, 2007, the Company had AMT credits totaling $9.7 million that
are available to offset future regular fedeial income taxes. These credits do not expire and can be
carried forward indefinitely.

At December 31, 2007, the Company’s foreign tax credit carryforwards totaled $1.2 million, which
will expire between 2024 and 2026. As of December 31, 2007, a valuation allowance of $1.2 million
was established in full for the foreign tax credit carryforwards because the Company determined that
it was more likely than not that the benefit from these deferred tax assets will not be realized due to
recent divestitures of all foreign operations.
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Net deferred income tax liabilities were classified in the consolidated balance sheets as follows (in
thousands):

Year Ended December 31,

2007 2006
Assets:
Current deferred inCOME tAXES ....oveeveee e, $ 27,720 $ 3,025
Liabilities:
Non-current deferred income taxes..........cccocooeeeiicvicveiiennns 242,964 165,031
Net deferred income tax liabilities ...........cc.cooevv e, $ 215,244 $ 162,006

On January 1, 2007, the Company adopted the provisions of FIN48. As a resuit of the
implementation of FIN 48, the Company recognized a $0.3 million increase in the liability for
unrecognized tax benefits, which was accounted for as a reduction to the January 1, 2007 balance of
retained earnings and a corresponding increase in other long-term liabilities. As of the adoption date
after recognizing the increase noted above, the Company’s liability for unrecognized tax benefits
totaled $0.4 million. The following table summarizes the activity during the year related to the
liability for unrecognized tax benefits (in thousands):

Year Ended
December 31, 2007
Beginning balance at January 1 ......ccoccoooeveiernrieneenne. § 39
Increases related to amended returns..........o.cocvveienenn, 56
Decreases associated with accounting method change .. (322)
Ending balance at December 31 ..o, § 170

Included in the unrecognized tax benefit balance at December 31, 2007, are $0.2 million of tax
positions, the allowance of which would positively affect the annual effective income tax rate. For
the year ended December 31, 2007, the Company did not recognize any interest or penalties with
respect to unrecognized tax benefits, nor did the Company have any such interest or penalties
previously accrued.

The Company files income tax returns in the U.S. Federal jurisdiction, in various states, and
previously filed in two foreign jurisdictions each with varying statutes of limitations. The 2004
through 2007 tax years generally remain subject 10 examination by federal and state tax authorities.
The foreign junisdictions generally remain subject to examination by their respective authorities for
200t through 2007.

Prior to November 23, 2003, Whiting was owned 100% by Alliant Energy Corporation (“Alliant
Energy”). Alliant Energy is presently under audit by the IRS for the years 1999 through 2003.
Based on discussions with Alliant Energy, the Company believes that there are no issues that would
require adjustment to Whiting’s tax liability for the periods 1999 to 200]1. Information is not yet
available for the 2002 to 2003 periods.

RELATED PARTY TRANSACTIONS

Prior to Whiting’s initial public offering in November 2003, it was a wholly-owned indirect
subsidiary of Alliant Energy, a holding company whose primary businesses are utility companies.
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When the transactions discussed below were entered into, Alliant Energy was a related party of the
Company. As of December 31, 2004 and thereafter, Alliant Energy was no longer a related party.

Tax Sharing Liability—In connection with Whiting’s initial public offering in November 2003, the
Company enteréd into a Tax Separation and Indemnification Agreement with Alliant Energy.
Pursuant to this agreement, the Company and Alliant Energy made a tax election with the effect that
the tax bases of Whiting’s assets were ‘ncreased to the deemed purchase price of their assets
immediately prior to such initial public offering. Whiting has adjusted deferred taxes on its balance
sheet to reflect the new tax bases of its assets. The additional bases are expected to result in
increased future income tax deductions and, accordingly, may reduce income taxes otherwise
payable by Whiting.

Under this agreement, the Company has agreed to pay to Alliant Energy 90% of the future tax
benefits the Company realizes annually as a result of this step-up in tax basis for the years ending on
or prior to December 31, 2013. Such tax benefits will generally be calculated by comparing the
Company’s actual taxes to the taxes that would have been owed by the Company had the increase in
basis not occurred. In 2014, Whiting will be obligated to pay Alliant Energy the present value of the
remaining tax benefits, assuming all such 1ax benefits will be realized in future years. The Company
has estimated total payments to Alliant will approximate $34.7 million on an undiscounted basis.

During 2007, 2006 and 2005, the Company made payments of $3.0 million, $3.7 million and $5.1
million, respectively, under this agreement and recognized accretion expense of $1.5 million, $2.0
million and $2.7 million, respectively, which is included as a component of interest expense. The
Company’s estimated payment of $2.6 million to be made in 2008 under this agreement is reflected
as a current liability at December 31, 2007.

The Tax Separation and Indemnification Agreement provides that if tax rates were to change
(increase or decrease), the tax benefit or detriment would result in a corresponding adjustment of the
tax sharing liability. For purposes of this calculation, management has assumed that no such future
changes will occur during the term of this agreement.

The Company periodically evaluates its estimates and assumptions as to future payments to be made
under this agreement. If non-substantial changes (less than 10% on a present value basis} are made
to the anticipated payments owed to Alliant Energy, a new effective interest rate is determined for
this debt based on the carrying amount of the liability as of the modification date and based on the
revised payment schedule. However, if there are substantial changes to the estimated payments
owed under this agreement, then a gain or loss is recognized in the consolidated statements of
income during the period in which the modification has been made.

Receivable from Alliant Energy—Prior 1o the Company’s initial public offering, the Company was
included in the consolidated federal income tax return of Alliant Energy and calculated its income
tax expense on a separate return basis at Alliant Energy’s effective tax rate, less any rescarch or
Section 29 tax credits generated by the Company. Current tax due under this calculation was paid to
Alliant Energy, and current refunds were received from Alliant Energy. Section 29 tax credits were
generated by Whiting in 2002, and on a stand-alone basis Whiting would have been unable to use the
credits in its 2002 tax return. The Company therefore had a current receivable from Alliant Energy
of $4.1 million for these credits. During 2007, Whiting received payment in full, as the credits were
entirely utilized by Alliant Energy.
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10.

Alliant Energy Guarantee—The Company holds a 6% working interest in three offshore platforms
and related onshore plant and equipment in California. Alliant Energy has guaranteed the
Company’s obligation in the abandonment of these assets.

COMMITMENTS AND CONTINGENCIES

Non-cancelable Leases—The Company leascs 87,000 square feet of administrative office space in
Denver, Colorado under an operating lease arrangement through October 31, 2010 and an additional
30,100 square feet of office space in Midland, Texas through February 15, 2012. Rental expense for
2007, 2006 and 2005 amounted to $2.1 million, $1.9 million and $1.5 million, respectively.
Minimum lease payments under the terms of non-cancelable operating leases as of December 31,
2007 are as follows (in thousands):

2008 oo $ 2,003
2009 e 2,017
2000 oo 1,753
20T e 381
2002 e e 71

TOtaL ..ot r e $ 6,225

Purchase Contracts—The Company has two take-or-pay purchase agreements, one agrecment
expiring in March 2014 and one agreement expiring in December 2014, whereby the Company has
committed to buy certain volumes of CO, for a fixed fee subject to annual escalation. The purchase
agreements are with different suppliers, and the CO; is for use in enhanced recovery projects in the
Postle field in Texas County, Oklahoma and the North Ward Estes field in Ward County, Texas,
Under the terms of the agreements, the Company is obligated to purchase a minimum daily volume
of CO, (as calculated on an annual basis) or else pay for any deficiencics at the price in effect when
delivery was to have occurred. The CO; volumes planned for use on the enhanced recovery projects
in the Postle and North Ward Estes fields currently exceed the minimum daily volumes provided in
these take-or-pay purchase agreements. Therefore, the Company expects to avoid any payments for
deficiencies. As of December 31, 2007, future commitments under the purchase agreements
amounted to $367.7 million through 2014.

Drifling Contracts—The Company has two drilling rigs under contract through 2008, two drilling
rigs through 2009, one drilling rig through 2010, and a workover rig under contract through 2009, all
of which are operating in the Rocky Mountains region. As of December 31, 2007, these agreements
had total commitments of $56.4 million and early termination would require maximum penalties of
$41.2 million. Other drilling rigs working for the Company are not under long-term contracts but
instead are under contracts that can be terminated at the end of the well that is currently being drilled.

Litigation—The Company is subject to litigation, claims and governmental and regulatory
proceedings arising in the ordinary course of business. It is the opinion of the Company’s
management that all claims and litigation involving the Company are not likely to have a material
adverse effect on its consolidated financial position, cash flows or results of operations.
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11.

OIL AND GAS ACTIVITIES

The Company’s oil and gas activities for 2007 were entirely within the United States. During 2006
and 2005, the Company had insignificant foreign oil and gas operations. Costs incurred in oil and
gas producing activities were as follows (in thousands):

Year Ended December 31,
2007 2006 2005
Unproved property acquisSition................ocvevvvevereenan. $ 13,598 $ 38,628 $ 16,124
Proved property acquiSition ...........cceceveeereerieercrnnnen.. 8,128 29,778 906,208
Development .......cccvverrivrin e e 506,057 408,828 215,162
EXPIOration.......ccoooveurvereceniieeireeteeeeeee e 56,741 31,877 22,532
TOAL oot $ 584,524  § 559,111 §1,160,026

During 2007, 2006 and 2005, additions to oil and gas properties of $1.5 million, $2.3 million and
$8.1 million were recorded for the estimated costs of future abandonment related to new wells drilled
or acquired.

Net capitalized costs related to the Company’s oil and gas producing activities were as follows (in
thousands):

Year Ended December 31,

2007 2006
Proved oil and gas properties .............cccovevvvvecierevieseiiseseenssesnes $3313,777 § 2,828,282
Unproved oil and gas properties .........coccveeeiieriereiesesieereeeeerenneas 55,084 55,297
Accumulated depreciation, depletion and amortization................... (637,549} (489,550)
Oil and gas Properties, NEt .........ccovecuevvverevcrersestsses e § 2,731,312 § 2,394,029

Exploratory well costs that are incurred and expensed in the same annual period have not been
included in the table below. The net changes in capitalized exploratory well costs were as follows
(in thousands):

Year Ended December 31,

2007 2006 2005

Beginning balance at January 1 .....coovieiieeeiiieennn, $ 10,194 S 4,193 § 2,937
Additions to capitalized exploratory well costs

pending the determination of proved reserves ...... 19,203 51,798 6,500
Reclassifications to wells, facilities and

equipment based on the determination of

PLOVEA FESCIVES ooevvvrrerriirerresinsersireasiesrerssessesse s s (28,872) (43,276) (5,244)
Capitalized exploratory well costs charged to

EXPEISEC ..veee e vt sree e st sems e tensesemsssessssaesssaeos - (2,521) -
Ending balance at December 31 ........coccocoieniinnnn. $ 525 5 10,194 § 4,193

At December 31, 2007, the Company had no exploratory well costs capitalized for a period of
greater than one year after the completion of drilling.
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DISCLOSURES ABOUT OIL AND GAS PRODUCING ACTIVITIES (UNAUDITED)

The estimates of proved reserves and related valuations were based 100% on reports prepared by the
Company’s independent petroleum engineers, Cawley, Gillespie & Associates, Inc. Proved reserve
estimates included herein conform to the definitions prescribed by the U.S. Securities and Exchange
Commission. The estimates of proved reserves are inherently imprecise and are continually subject
to revision based on production history, results of additional exploration and development, price
changes and other factors.

As of December 31, 2007, all of the Company’s cil and gas reserves are attributable to properties
within the United States. A summary of the Company’s changes in quantities of proved oil and gas
reserves for the years ended December 31, 2005, 2006 and 2007, are as follows:

Oil Natural Gas
(Mbbl) {(MMcf)
Balance—January 1, 2005.........cooooiiiiee 87,588 339,856
Extensions and diSCOVELIES ..ovvvvrrevrvirnnns 1,956 21,068
Sales of minerals in place...................... - -
Purchases of minerals in place ................ 115,737 101,082
Production........cccoceeece e, (7,032) (30,272)
Revisions to previous estimates .............. 950 (45,322)
Balance—December 31, 2005...................... 199,199 386,412
Extensions and discoveries .................... 4,125 19,362
Sales of minerals in place............c.oc...... (1,213) {983)
Purchases of minerals in place................ 670 4,009
Production ... (9,799) (32,147)
Revisions to previous estimates .............. 2,053 (57,780)
Balance—December 31, 2006...................... 195,035 318,873
Extensions and discoveries .........oooevvvvan. 10,973 40,936
Sales of minerals in place.........ccccooveenens (1,194) (10,382}
Purchases of minerals in place ................ 691 -
Production.......ccceevecervcncnencne e, (9,579) (30,764)
Revisions to previous estimates .............. 392 8,079
Balance—December 31, 2007......ccccvvivvverins 196,318 326,742
Proved developed reserves:
December 31,2005 ... 111,954 267,429
December 31,2006 ......c.ccooivveveieaen. 122,496 226,516
December 31,2007 ..o 127,291 237,030

As discussed in Employce Benefit Plans, all of the Company’s cmployees participate in the
Company’s Production Participation Plan. The reserve disclosures above include oil and gas reserve
volumes that have been allocated to the Production Participation Plan (“Plan™). Once allocated to
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Plan participants, the interests are fixed. Allocations prior to 1995 consisted of 2%-3% overriding
royalty interest, while allocations since 1995 have been 2%-5% of oil and gas sales less lease
operating expenses and production taxes from the production allocated to the Plan.

The standardized measure of discounted future net cash flows relating to proved oil and gas reserves
and the changes in standardized measure of discounted future net cash flows relating to proved oil
and gas reserves were prepared in accordance with the provisions of SFAS No. 69. Future cash
inflows were computed by applying prices at year end to estimated future production. Future
production and development costs are computed by estimating the expenditures to be incurred in
developing and producing the proved oil and gas reserves at year end, based on year-end costs and
assuming continuation of existing economic conditions.

Future income tax expenses arc calculated by applying appropriate year-end tax rates to future pretax
net cash flows relating to proved oil and gas reserves, less the tax basis of properties involved.
Future income tax expenses give effect to permanent differences, tax credits and loss carryforwards
relating to the proved oil and gas reserves. Future net cash flows are discounted at a rate of 10%
annually to derive the standardized measure of discounted future net cash flows. This calculation
procedure does not necessarily result in an estimate of the fair market value or the present value of
the Company’s oil and gas properties.

The standardized measure of discounted future net cash flows relating to proved oil and gas reserves
are as follows (in thousands):

December 31,

2007 2006 2005

Future cash floOWS......cooveeeeeiee et $19,747,430 $12,635239 § 14,294,674
Future production COSIS.....cocvvivririririieesier s ssreesee s cneesnee s (6,022,667) (4,248,973) (4,484,415)
Future development COSLS ..o (1,186,826) (1,176,778) (909,093)
Future inCome tax EXPEnSe .......o.evveververvorvrsersererrereesseroan. (3,952,146) (2,064,596) (2,773,077}
Future net cash flows ..ot s sersraien e reans 8,585,791 5,144,892 6,128,089
10% annual discount for estimated timing of cash

FLOWS 1ocvoiriit ettt cvees s es s ss bbb {4,574,125) (2,752,650) (3,245,188)
Standardized measure of discounted future net cash

FTOWS oottt sts st st et srenneen $ 4011,666 § 2392242 § 2,882,901

Future cash flows as shown above were reported without consideration for the effects of hedging
transactions outstanding at each period end. If the effects of hedging transactions were included in
the computation, then future cash flows would have decreased by $81.8 million in 2007, increased
by $2.3 million in 2006, and decreased by $7.3 million in 2005.
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The changes in the standardized measure of discounted future net cash flows relating to proved oil
and gas reserves are as follows (in thousands):

December 31,
2007 2006 2005
(in thousands)

Beginning of YEAr .....coovevivinieieieciceseeiee et $2,392,242 $ 2,882,901 $ 1,312,054
Saie of oil and gas produced, net of production

COSES 1revrereeemeeseeeeseseseeseeeeeeseeseeeseesseeeseeseeeeeeeeeseneeeeene (547,744) (542,383) (425,594)
Sales of minerals in place ..o, (72,360) (30,520) -
Net changes in prices and production costs ........cccveeeen. 2,261,000 (579,948) 628,987
Extensions, discoveries and improved recoveries............. 440,337 162,969 104,609
Development COStS, NEL..c.civevrviiceiiiniiccn s (4,030) (212,076) {361,356)
Purchases of mineral in place ..., 17,098 29.663 2,321,289
Revisions of previous quantity estimates........covvrvvereceeees 43,019 (167,956) (115,617}
Net change in inCOME taXes ....c..oeeveeeviinicieiirrerereeen e (757,127 561,302 (766,485)
Accretion of diISCOUNT.....cviiiivc v 239,224 288,290 185,014

EDQ Of YEAT.....oovvvrerireereerre s rissssmssssssssssmsesssnsesssnsessseses $4.011,665  $ 2,392,242 $ 2,882,901

Average wellhead prices in effect at December 31, 2007, 2006 and 2005 inclusive of adjustments for
quality and location used in determining future net revenues related to the standardized measure
calculation were as follows:

2007 2006 2005
Oil (per BbD).cooooeeieeeceec e § 88.62 $ 5481 § 5510
Gas (per Mcf) oo $ 631 § 541 % 797
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13. QUARTERLY FINANCIAL DATA (UNAUDITED)

The following is a summary of the unaudited quarterly financial data for the years ended December
31, 2007 and 2006 (in thousands, except per share data):

Three Months Ended
March 31, June 30, September 30, December 31,

2007 2007 2007 2007 Year
Year ended December 31, 2007:
Oil and natural gas sales.........cococverernnne, $ 159,714 $ 192,646 $ 205,594 $ 251,063 $ 809,017
Operating profit (1) .ocooovveieeereeecieie 56,474 79,249 89,617 129,593 354,933
NELINCOMIE oovvrrirerececre s 10,666 26,471 47,713 45,750 130,600
Basic net income per share ..o 0.29 0.72 1.14 1.08 3.31
Diluted net income per share................... 0.29 0.72 1.13 1.08 3.29

Three Months Ended
March 31, June 30, September 30, December 31,

2006 2006 2006 2006 Year
Year ended December 31, 2006:
Oil and natural gas sales..........c.ccceoreennen. $ 189,865 $ 203,643 $ 207,751 $ 171,861 $ 773,120
Operating profit (1) ..o 98,234 107,683 106,339 67,296 379,552
NELINCOME .vvoviiiiininrii it 32,990 45,880 49,544 27,950 156,364
Basic net income per share ...........ccoeue.ee. 0.90 1.25 1.35 0.76 426
Diluted net income per share............c...... 0.90 1.25 1.35 0.76 4.25

(1) Oil and natural gas sales less lease operating expense, production taxes and depreciation, depletion and
amortization.

e ek ok
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Ceontrols and Procedures

Evaluation of disclosure comtrols and procedures. In accordance with Rule 13a-15(b) of the
Securities Exchange Act of 1934 (the “Exchange Act”), our management evaluated, with the participation of
our Chairman, President and Chief Executive Officer and our Chief Financial Officer, the effectiveness of
the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e} under the
Exchange Act) as of the end of the year ended December 31, 2007. Based upon their evaluation of these
disclosures controls and procedures, the Chairman, President and Chief Executive Officer and the Chief
Financial Officer concluded that the disclosure controls and procedures were effective as of the end of the
year ended December 31, 2007 to ensure that information required to be disclosed by us in the reports that
we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the rules and forms of the Securities and Exchange Commission, and to ensure that
information required to be disclosed by us in the reports we file or submit under the Exchange Act is
accumulated and communicated to our management, including our principal executive and principal financial
officers, as appropriate, to allow timely decisions regarding required disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting. The report of
management required under this Ttem 9A is contained in Item 8 of this Annual Report on Form 10-K under
the caption “Management’s Annual Report on Internal Control Over Financial Reporting”.

Attestarion Report of Registered Public Accounting Firm. The attestation report required under this
Item 9A 1is contained in Item 8 of this Annual Report on Form 10-K under the caption “Report of
Independent Registered Public Accounting Firm”.

Changes in internal control over financial reporting. There was no change in our internal control
over financial reporting that occurred during the quarter ended December 31, 2007 that has materially

affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information

None.
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PART 111

Item 10. Directors, Executive Officers and Corporate Governance

The information included under the captions “Election of Directors,” “Board of Directors and
Corporate Governance” and “Section 16(a) Beneficial Ownership Reporting Compliance” in our definitive
Proxy Statement for Whiting Petroleum Corporation’s 2008 Annual Meeting of Stockholders (the *Proxy
Statement”) is hereby incorporated herein by reference. Information with respect to our executive officers
appears in Part | of this Annual Report on Form 10-K.

We have adopted the Whiting Petroleum Corporation Code of Business Conduct and Ethics that
applies to our directors, our Chairman, President and Chief Executive Officer, our Chief Financial Officer,
our Controller and Treasurer and other persons performing similar functions. We have posted a copy of the
Whiting Petroleum Corporation Code of Business Conduct and Ethics on our website at www.whiting.com.
The Whiting Petroleum Corporation Code of Business Conduct and Ethics is also available in print to any
stockholder who requests it in writing from the Corporate Secrelary of Whiting Petroleum Corporation. We
intend to satisfy the disclosure requirements under Item 5.05 of Form 8-K regarding amendments to, or
waivers from, the Whiting Petroleum Corporation Code of Business Conduct and Ethics by posting such
information on our website at www.whiting.com.

We are not including the information contained on our website as part of, or incorporating it by
reference into, this report.

Item 11. Executive Compensation

The information required by this Item is included under the captions “Board of Directors and
Corporate Governance — Compensation Committee Interlocks and Insider Participation,” “Board of Directors
and Corporate Governance — Director Compensation,” “Compensation Discussion and Analysis,”
“Compensation Committee Report” and “Executive Compensation” in the Proxy Statement and is hereby
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

The information required by this Itern with respect to security ownership of certain beneficial owners
and management is included under the caption “Principal Stockholders” in the Proxy Statement and is hereby
incorporated by reference. The following table sets forth information with respect to compensation plans
under which equity securities of Whiting Petroleum Corporation are authorized for issuance as of
December 31, 2007.
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Equity Compensation Plan Information

Number of securities remaining

Number of securities to be ‘Weighted-average available for future issuance
issued upon exercise of exercise price of under equity compensation
outstanding options, outstanding options, plans (excluding securities
Plan Category warrants and rights warrants and rights reflected in the first column)
Equity compensation plans
approved by security holders(1).......... - N/A 1,611,864 (2)
Equity compensation plans not
approved by security holders .............. - N/A -
[ £ - . DN/A 1,611,864 (2)

{1) Includes only the Whiting Petroleum Corporation 2003 Equity [ncentive Plan.

{2) Excludes 239,656 shares of restricted common stock previously issued for which the restrictions have not lapsed.

Item 13. Certain Relationships, Related Transactions and Director Independence

The information required by this Item is included under the caption “Board of Directors and
Corporate Governance - Transactions with Related Persons” and “Board of Directors and Corporate
Governance — Independence of Directors” in the Proxy Statement and is hereby incorporated by reference.

Item 14. Principal Accounting Fees and Services

The information required by this Item is included under the caption “Ratification of Appointment of
Independent Registered Public Accounting Firm™ in the Proxy Statement and is hereby incorporated by
reference.

PART IV

Item 15. Exhibits, Financial Statement Schedules

(a) 1. Financial statements — The following financial statements and the report of independent
registered public accounting firm are contained in ltem 8.

a. Report of Independent Registered Public Accounting Firm

b. Consolidated Balance Sheets as of December 31, 2007 and 2006

c. Consolidated Statements of Income for the Years ended December 31, 2007, 2006
and 2005

d. Consolidated Statements of Cash Flows for the Years ended December 31, 2007,
2006 and 2005

e. Consolidated Statements of Stockholders’ Equity and Comprehensive Income for

the Years ended December 31, 2007, 2006 and 2005

f. Notes to Consolidated Financial Statements
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(b)

(c)

2. Financial statement schedules — The following financial statement schedule is filed as part of

this Annual Report on Form 10-K:

a. Schedule I — Condensed Financial Information of Registrant

All other schedules are omitted since the required information is not present, or is not
present in amounts sufficient to require submission of the schedule, or because the

information required is included in the consolidated financial statements or the notes thereto.

3. Exhibits — The exhibits listed in the accompanying index to exhibits are filed as part of this
Annual Report on Form 10-K.

Exhibits

The exhibits listed in the accompanying exhibit index are filed (except where otherwise indicated) as
part of this report.

Financial Statement Schedules.
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SCHEDULE I- CONDENSED FINANCIAL INFORMATION OF REGISTRANT

WHITING PETROLEUM CORPORATION

CONDENSED FINANCIAL STATEMENTS OF THE PARENT COMPANY

CONDENSED BALANCE SHEETS
(In thousands)

December 31,
2007 2006
ASSETS
CUITEIIE ASSELS. ....ecueeeeeeerrveereieeeeeteseeseaeeeeeeeettesres st et tesaassnssseessnssesessessessassaesmsonees $ 4,530 % 7,263
[nvestment in SUDSIAIATIES .........oceviueiiieee et e nen 919,186 784,550
INtETCOMPANY FeCEIVADIE.......c.o.. oottt e s 1,256,550 1,044,820
TOTAL oot ettt s st sst e saet s $ 2,180,266  $ 1,836,633

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current HabilitIs ....ccceieiieieiirr et et e e s ns
Long-term debt .. .. .o e
Other long-term Habilities .........c.cooii e

StOCKhOIErS” EQUILY -...ovveriiieiiieei et e ettt

$ 2,587
617,497
23,240
1,536,942

$ 3,565
616,889
23,607
1,192,572

$ 2,180,266

$ 1,836,633

CONDENSED STATEMENTS OF OPERATIONS

{In thousands)

Year Ended December 31,

2007 2006 2005
Operating expenses:

General and adminiSITatIVE v et $ 4,290 $ 3367 $ 2,861
INEETESE EXPENSEC c-o.eiiieietietiiitiiteeteeteeteeeee et s e e sbrstt st e e eaeeseeseeresseeesssmeeaneaneas 2,112 2,671 3,269
Equity in earnings of SubSidiaries. .........c.covoovriueireereerececie s, 134,636 160,410 125,733
Income before INCOME LAXES .......iivrivveiee e e e evs s v s smeeeeeeeee e s ennrenan 128,234 154,372 119,603
INCOME LAX BENETIE c.viviereeeeeeeeeeee ettt e eeeee e et e e e s s eenneerenerenenaens (2,366) (1,992) (2,319)
INEL INCOIMIC ..o ceir et ce s ees e e sttt e s eareeseesnseseeanbeneensamneessrrneenan $ 130,600 $ 156,364 $ 121,922

See notes to condensed financial statements.
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Schedule 1

WHITING PETROLEUM CORPORATION
CONDENSED FINANCIAL STATEMENTS OF THE PARENT COMPANY

CONDENSED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,

2007 2006 2005
Cash flows provided by (used in) operating aCtivilies.......o..cocoreeeereerioreicmecmscrsenenes $ 4633 $ (846) 5  (635)
Cash flows from investing aCtiVItieS........covrevviciiciieniei et - - -
Cash flows from financing activities:
Issuance of COMMON SEOCK c..vvivvviiei it ee ettt es e e e e e e es s st nanesmresens 210,394 - 277,117
Issuance of Senior Subordinated NOtEs. ... - - 466,715
Intercompany receivable ..o s (212,053) 4,233 {735,192)
Other fiNANCINE ACHIVIHES . ..vviiriirrer e eceeecne e s b (2,974) (3,387) (8,005)
Net cash {used in) provided by financing activities ... iniciesiinionens {4,633) 846 635
Net change in cash and cash equivalents.......ccooooei i, - - -
Cash and cash equivalents:
Beginning of period ... - - -
End of Perfod ...ooviuiieice e $ - 8 - 8 :

See notes to condensed financial statements.

NOTES TO CONDENSED FINANCIAL STATEMENTS
1. BASIS OF PRESENTATION

Condensed Financial Statements - The condensed financial statements of Whiting Petroleum
Corporation (the “Registrant” or “Parent Company”) do not include all of the information and notes
normally included with financial statements prepared in accordance with GAAP. These condensed
financial statements, therefore, should be read in conjunction with the consolidated financial
statements and notes thereto of the Registrant, included elsewhere in this 2007 Annual Report on
Form 10-K. For purposes of these condensed financial statements, the Parent Company’s
investments in wholly-owned subsidiaries are accounted for under the equity method.

Restricted Assets of Registrant - Except for limited exceptions, including the payment of interest on
the senior notes, Whiting Oil and Gas Corporation’s credit agreement restricts the ability of the
subsidiaries to make any dividends, distributions or other payments to the Parent Company. The
restrictions apply to all of the net assets of the subsidiaries. Accordingly, these condensed financial
statements have been prepared pursuant to Rule 5-04 of Regulation §-X of the Securities Exchange
Act of 1934, as amended.

Reclassifications—Certain prior period balances were reclassified to conform to the current year

presentation, and such reclassifications had no impact on net income or stockholders’ equity
previously reported.
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2.

Schedule 1
LONG-TERM DEBT AND OTHER LONG-TERM LIABILITIES

The Parent Company’s long-term debt and other long-term liabilities consisted of the following at
December 31, 2007 and 2006 (in thousands):

December 31,
2007 2006

Long-term debt:
7.25% Senior Subordinated Notes due 2012, net
of unamortized debt discount of $537 and %687,
reSPeCtiVely ..o $ 149,463 $ 149,313
7.25% Senior Subordinated Notes due 2013, net
of unamortized debt discount of $1,966 and

$2,424, respectively ....o.vvveviivierieees e 218,034 217,576

7% Senior Subordinated Notes due 2014 .............. 250,000 250,000
Other long-term liabilities:

Tax sharing lability ..o 23,070 23,607

L0115 T SRR PPUORN 170 -
Total long-term debt and other long-term habilities.... § 640,737 $ 640,496

Scheduled maturities of the Parent Company’s long-term debt and other long-term liabilities as of
December 31, 2007, were as follows (in thousands):

2008 2009 2010 2011 2012 Thereafter Total
$2,587  $2,302 $2,105 $1,934 S§151,765  $480,044  $640,737

For further information on the Senior Subordinated Notes and tax sharing liability, refer to the Long-
Term Debt and Related Party Transactions notes to the consolidated financial statements of the
Registrant.

*kkkkk
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, on this 28th day of February, 2008.

WHITING PETROLEUM CORPORATION

By /s/James J. Volker

James J. Volker
Chairman, President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ James J. Volker Chairman, President, Chief
James J. Volker Executive Officer and Director February 28, 2008

(Principal Executive Officer)

/s{ Michael J. Stevens Vice President and
Michael J. Stevens Chief Financial Officer
(Principal Financial Officer)

February 28, 2008

{s/ Brent P. Jensen Controller and Treasurer February 28, 2008
Brent P. Jensen (Principal Accounting Officer)
/s/ Thomas L. Aller Director February 28, 2008

Thomas L. Aller

s/ D. Sherwin Artus Director February 28, 2008
D. Sherwin Artus

/s/ Thomas P. Briggs Director February 28, 2008
Thomas P. Briggs

fs/ William N. Hahne Director February 28, 2008
William N. Hahne

s/ Graydon D. Hubbard Director February 28, 2008
Graydon D. Hubbard

/s/ Palmer L. Moe Director February 28, 2008
Palmer L. Moe

s/ Kenneth R. Whiting Drirector February 28, 2008

Kenneth R. Whiting
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Exhibit

Number

3.

(3.2)

(3:3)

4.1)

(4.2)

(4.3)

(4.4)

(4.5)

(4.6)

(10.1)*

(10.2)*

(10.3)*

EXHIBIT INDEX

Exhibit Description

Amended and Restated Certificate of Incorporation of Whiting Petroleum Corporation
[Incorporated by reference to Exhibit 3.1 to Whiting Petroleum Corporation’s Registration
Statement on Form S-1 (Registration No. 333-107341)].

Amended and Restated By-laws of Whiting Petroleum Corporation [Incorporated by
reference to Exhibit 3.1 to Whiting Petroleum Corporation’s Current Report on Form 8-K
dated February 23, 2006 (File No. 001-31899)].

Certificate of Designations of the Board of Directors Establishing the Series and Fixing the
Relative Rights and Preferences of Series A Junior Participating Preferred Stock
[Incorporated by reference to Exhibit 3.1 to Whiting Petroleum Corporation’s Current
Report on Form 8-K dated February 23, 2006 (File No. 001-31899)].

Third Amended and Restated Credit Agreement, dated as of August 31, 2005, among
Whiting Oil and Gas Corporation, Whiting Petroleum Corporation, the financial
institutions listed therein and JPMorgan Chase Bank, N.A., as Administrative Agent
[Incorporated by reference to Exhibit 4 to Whiting Petroleum Corporation’s Current
Report on Form 8-K dated August 31, 2005 (File No. 001-31899)].

Indenture, dated May 11, 2004, by and among Whiting Petroleum Corporation, Whiting
Oil and Gas Corporation, Whiting Programs, Inc., Equity Oil Company and J.P. Morgan
Trust Company, National Association [Inccrporated by reference to Exhibit 4.1 to Whiting
Petroieum Corporation’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2004 (File No. 001-31899)].

Subordinated Indenture, dated as of April 19, 2005, by and among Whiting Petroleum
Corporation, Whiting Oil and Gas Corporation, Whiting Programs, Inc., Equity Oil
Company and JPMorgan Chase Bank [Incorporated by reference to Exhibit 4.4 to Whiting
Petroleum Corporation’s Registration Statement on Form S-3 (Reg. No. 333-121615)).
First Supplemental Indenture, dated as of April 19, 2005, by and among Whiting
Petrolenm Corporation, Whiting Oil and Gas Corporation, Equity Oil Company, Whiting
Programs, Inc. and JP Morgan Trust Company, National Association [Incorporated by
reference to Exhibit 4.2 to Whiting Petroleum Corporation’s Current Report on Form 8-K
dated April 11, 2005 (File No. 001-31899)].

Indenture, dated October 4, 2005, by and among Whiting Petroleum Corporation, Whiting
Oil and Gas Corporation, Whiting Programs, Inc. and JP Morgan Trust Company, National
Association [Incorporated by reference to Exhibit 4.1 to Whiting Petroleum Corporation’s
Current Report on Form 8§-K dated October 4, 2005 (File No. 001-31899}].

Rights Agreement, dated as of February 23, 2006, between Whiting Petroleum
Corporation and Computershare Trust Company, Inc. [Incorporated by reference to Exhibit
4.1 to Whiting Petroleum Corporation’s Current Report on Form 8-K dated February 23,
2006 (File No. 001-31899)].

Whiting Petroleum Corporation 2003 Equity Incentive Plan, as amended through October
23, 2007 [Incorporated by reference to Exhibit 10.2 to Whiting Petroleumn Corporation’s
Current Report on Form 8-K dated October 23, 2007 (File No. 001-31899)].

Form of Restricted Stock Agreement pursuant to the Whiting Petroleum Corporation 2003
Equity Incentive Plan for time-based vesting awards prior to October 23, 2007
[Incorporated by reference to Exhibit 10.1 to Whiting Petroleum Corporation’s Quarterly
Report on Form [0-Q for the quarter ended September 30, 2004 (File No. 001-31899)].
Form of Restricted Stock Agreement pursuant to the Whiting Petroleum Corporation 2003
Equity Incentive Plan for performance vesting awards prior to October 23, 2007
[Incorporated by reference to Exhibit 10.1 to Whiting Petroleum Corporation’s Quarterly
Report on Form 10-Q for the quarter ended March 31, 2007 (File No. 001-31899)].
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(10.4)* Form of Restricted Stock Agreement pursuant to the Whiting Petroleum Corporation 2003
Equity Incentive Plan for performance vesting awards on and after October 23, 2007
[Incorporated by reference to Exhibit 10.3 to Whiting Petroleum Corporation’s Cusrent
Report on Form 8-K dated October 23, 2007 (File No. 001-31899)].

(10.5)* Form of Restricted Stock Agreement pursuant to the Whiting Petroleum Corporation 2003
Equity Incentive Plan for time-based vesting awards on and after October 23, 2007
[Incorporated by reference to Exhibit 10.4 to Whiting Petroleum Corporation’s Current
Report on Form 8-K dated October 23, 2007 (File No. 001-31899)].

(10.6)* Whiting Petroleum Corporation Production Participation Plan, as amended and restated
February 4, 2008.
(10.7) Tax Separation and Indemnification Agreement between Alliant Energy Corporation,

Whiting Petroleum Corporation and Whiting Oil and Gas Corporation [Incorporated by
reference to Exhibit 10.3 to Whiting Petroleum Corporation’s Registration Statement on
Form S-1 (Registration No. 333-107341)].

(10.8)* Summary of Non-Employee Director Compensation for Whiting Petroleum Corporation.
[Incorporated by reference to Exhibit 10.1 to Whiting Petroleum Corporation’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2007 (File No. 001-31899)].

(10.9)* Production Participation Plan Credit Service Agreement, dated February 23, 2007,
between Whiting Petroleum Corperation and James J. Volker [Incorporated by reference to
Exhibit 10.7 to Whiting Petroleum Corporation’s Annual Report on Form 10-K for the
year ended December 31, 2006 (File No. 001-31899)].

(10.10)* Amended and Restated Production Participation Plan Supplemental Payment Agreement,
dated January 14, 2008, between Whiting Petroleum Corporation and J. Douglas Lang.

(12.1) Statement regarding computation of ratios of earnings to fixed charges.

(21) Subsidiaries of Whiting Petroleum Corporation.

(23.1) Consent of Deloitte & Touche LLP.

(23.2) Consent of Cawley, Gillespie & Associates, Inc., Independent Petroleum Engineers.

(3L.I) Certification by the Chairman, President and Chief Executive Officer pursuant to Section
302 of the Sarbanes-Oxley Act.

(31.2) Certification by the Vice President and Chief Financial Officer pursuant to Section 302 of
the Sarbanes-Oxley Act.

(32.1) Certification of the Chairman, President and Chief Executive Officer pursuant to 18 U.S.C.
Section 1350.

(32.2) Certification of the Vice President and Chief Financial Officer pursuant to 18 U.S.C.
Section 1350.

(99.1) Proxy Statement for the 2008 Annual Meeting of Stockholders, to be filed within 120 days

of December 31, 2007 [To be filed with the Securities and Exchange Commission under
Regulation 14A within 120 days after December 31, 2007; except to the extent specifically
incorporated by reference, the Proxy Statement for the 2008 Annual Meeting of
Stockholders shail not be deemed to be filed with the Securities and Exchange
Commission as part of this Annual Report on Form 10-K].

* A management contract or compensatory plan or arrangement.
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WHITING PETROLEUM CORPORATION

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 6, 2008

Dear Stockholder:

The annual meeting of stockholders of Whiting Petroleum Corporation will be held on Tuesday, May 6,
2008, at 9:00 a.m., local time, at the John D. Hershner Room located in the Wells Fargo Building at 1700
Lincoln Street, Denver, Colorado 80203, for the following purposes:

» to elect two directors to hold office until the 2011 annual meeting of stockholders and until their
successors are duly elected and qualified;

* o approve performance goals and related matters under the 2003 Equity Incentive Plan;

* to ratify the appointment of Deloitte & Touche LLP as the independent registered public accounting
firm for 2008; and

* to consider and act upon such other business as may properly come before the meeting or any
adjournment or postponement thereof.

The close of business on March 14, 2008 has been fixed as the record date for the determination of
stockholders entitled to notice of, and to vote at, the meeting and any adjournment or postponement thereof.

A proxy for the meeting and a proxy statement are enclosed with this notice.

By Order of the Board of Directors

WHITING PETROLEUM CORPORATION

Bruce R. DeBoer
Corporate Secretary

Denver, Colorado
April 1, 2008

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting To Be
Held on May 6, 2008. The proxy statement and annual report to stockholders are available at
www.edocumentview.com/wll.mtg.

Your vote is important no matter how large or small your holdings may be. To assure your
representation at the meeting, please date the enclosed proxy, which is solicited by the Board of
Directors, sign exactly as your name appears thereon and return immediately.




WHITING PETROLEUM CORPORATION
1700 Broadway, Suite 2300
Denver, Colorado 80290-2300

PROXY STATEMENT
For
ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 6, 2008

This proxy statement is being furnished to stockholders by the Board of Directors (the “Board”) of
Whiting Petroleum Corporation beginning on or about April 1, 2008 in connection with a solicitation of
proxies by the Board for use at the annual meeting of stockholders to be held on Tuesday, May 6, 2008, at
9:00 a.m., local time, at the John D, Hershner Room located in the Wells Fargo Building at 1700 Lincoln
Street, Denver, Colorado 80203, and all adjournments or postponements thereof (the “Annual Meeting") for
the purposes set forth in the attached Notice of Annual Meeting of Stockholders.

Execution of a proxy given in response to this solicitation will not affect a stockholder’s right to attend
the Annual Meeting and to vote in person. Presence at the Annual Meeting of a stockholder who has signed a
proxy does not in itself revoke a proxy. Any stockholder giving a proxy may revoke it at any time before it is
exercised by giving notice thereof to us in writing or in open meeting.

A proxy, in the enclosed form, which is properly executed, duly returned to us and not revoked will be
voted in accordance with the instructions contained therein. The shares represented by executed but unmarked
proxies will be voted FOR the two nominees for election as directors referred to in this proxy statement, FOR
the approval of performance goals and related matters under the 2003 Equity Incentive Plan, FOR the
ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm
for 2008 and in accordance with the judgment of the persons named as proxies in the enclosed form of proxy
on such other business or matters which may properly come before the Annual Meeting. Other than the
election of two directors, the approval of performance goals and refated matters under the 2003 Equity
Incentive Plan and the ratification of the appointment of Deloitte & Touche LLP as our independent registered
public accounting firm for 2008, the Board has no knowledge of any other matters to be presented for action
by the stockholders at the Annual Meeting.

Only holders of record of our common stock at the close of business on March 14, 2008 are entitled to
vote at the Annual Meeting. On that date, 42,582,931 shares of our common stock were outstanding and
entitled to vote, each of which is entitled to one vote per share.

ELECTION OF DIRECTORS

Our certificate of incorporation and by-laws provide that our directors are divided into three classes, with
staggered terms of three years each. At the Annual Meeting, the stockholders will elect two directors to hold
office until the 2011 annual meeting of stockholders and until their successors are duly elected and qualified.
Unless stockholders otherwise specify, the shares represented by the proxies received will be voted in favor of
the election as directors of the persons named as nominees in this proxy statement. The Board has no reason
1o believe that the listed nominees will be unable or unwilling to serve as directors if elected. However, in the
event that any nominee should be unable to serve or for good cause will not serve, the shares represented by
proxies received will be voted for another nominee selected by the Board. Each director will be elected by a
plurality of the votes cast at the Annual Meeting (assuming a quorum is present). Consequently, any shares not
voted at the Annual Meeting, whether due to abstentions, broker non-votes or otherwise, will have no impact
on the etection of the directors.

The following sets forth certain information, as of March 14, 2008, about the Board’s nominees for
election at the Annual Meeting, a retiring director and each director whose term will continue after the Annual
Meeting.




Nominees for Election at the Annual Meeting
Terms expiring at the 2008 Annual Meeting

Palmer L. Moe, 64, has served as a director of Whiting Petroleum Corporation since October 2004, He is
Managing Director of Kronkosky Charitable Foundation in San Antonio, Texas, a position he has held since
1997. Mr. Moe is an inactive certified public accountant and was a partner of Arthur Andersen & Co. in its
San Antonio, Houston and Denver offices from 1965 to 19&3. From 1983 until 1992, he served as President
and Chief Operating Officer and a director of Valero Energy Corporation. He received his Bachelor’'s Degree
in accounting from the University of Deaver and completed the Senior Executive Development Course at the
Alfred P. Sloan School of Management at the Massachusetts Institute of Technology.

D. Sherwin Artus, 70, has been a director of Whiting Petroleum Corporation since 2006. Mr. Artus joined
Whiting Oil and Gas Corporation in January 1989 as Vice President of Operations and became Executive Vice
President and Chief Operating Officer in July 1999. In January 2000, he was appointed President and Chief
Executive Officer. Mr. Artus became Senior Vice President in January 2002 and retired from the Company on
April 1, 2006. Prior to joining Whiting, he was employed by Shell Oil Company in various engineering and
management positions. From 1974-1977, he was employed by Wainoco Oil and Gas Company as Production
Manager. He was a co-founder and later became President of Solar Petroleum Corporation, an independent oil
and gas producing company. He has been in the oil and natural gas business for 47 years. Mr. Artus holds a
Bachelor's Degree in Geologic Engineering and a Master’s Degree in Mining Engineering from the South
Dakota School of Mines and Technology. He is a registered Professional Engineer in Colorado, Wyoming,
Montana and North Dakota. '

The Board recommends the foregoing nominees for election as directors for terms expiring at the
2011 Annual Meeting and urges each stockholder to vote FOR such nominees. Shares of common stock
represented by executed but unmarked proxies will be voted FOR such nominees.

Directors Continuing in Office .
Terms to expire at the 2009 Annual Meeting

Graydon D. Hubbard, 74, has served as a director of Whiting Petroleum Corporation since 2003. He is a
retired certified public accountant and was a partner of Arthur Andersen LLP in its Denver office for more
than five years prior to his retirement in November 1989. Siace 1991, he has served as a director of Allied
Motion Technologies Inc., a company engaged in the business of designing, manufacturing and selling motion
control products. Mr. Hubbard is also an author. He received his Bachelor’s Degree in accounting from the
University of Colorado.

James J. Volker, 61, has been a director of Whiting Petroteum Corporation since 2003 and a director of
Whiting Qil and Gas Corporation since 2002. He joined Whiting Oil and Gas Corporation in August 1983 as
Vice President of Corporate Development and served in that position through April 1993. In March 1993, he
became a contract consultant to Whiting Oil and Gas Corporation and served in that capacity until
August 2000, at which time he became Executive Vice President and Chief Operating Officer. Mr. Volker was
appointed President and Chief Executive Officer and a director of Whiting Oil and Gas Corporation in
January 2002. Mr. Volker was co-founder, Vice President and later President of Energy Management
Corporation from 1971 through 1982. He has over thirty years of experience in the oil and natural gas
industry. Mr. Volker has a degree in finance from the University of Denver, an MBA from the University of
Colorado and has completed H. K. VanPoolen and Associates’ course of study in reservoir engineering.

William N. Hahne, 56, has been a director since November 1, 2007. Mr. Hahne was Chief Operating
Officer of Petrohawk Energy Corporation from July 2006 until October 2007. Mr. Hahne served at KCS
Energy, Inc. as President, Chief Operating Officer and Director from April 2003 to July 2006, as Executive
Vice President and Chief Operating Officer from March 2002 to April 2003 and in other management
positions prior to that. He is a graduate of Oklahoma University with a BS in petroleum engineering and has
34 years of extensive technical and management experience ‘with independent oil and gas companies including
Unocal, Union Texas Petroleum Corporation, NERCO, The Louisiana Land and Exploration Company
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{LL&E) and Burlington Resources, Inc. Mr. Hahne was recommended to our Nominating and Governance
Committee by our Chief Executive Officer and elected by our Board of Directors effective November 1, 2007.

Terms expiring at the 2010 Annual Meeting

Thomas L. Aller, 59, has been a director of Whiting Petroleum Corporation since 2003, Mr. Aller has
served as Senior Vice President — Energy Delivery of Alliant Energy Corporation and President of Interstate
Power and Light Company since 2004. Prior to that, he served as President of Alliant Energy Investments, Inc.
since 1998 and interim Executive Vice President — Energy Delivery of Alliant Energy Corporation since
2003. From 1993 to 1998, he served as Vice President of IES Investments., He received his Bachelor’s Degree
in political science from Creighton University and his Master’s Degree in municipal administration from the
University of Iowa.

~ Thomas P. Briggs, 59, has been a director of Whiting Petroleum Corporation since 2006. During the last
five years, Mr. Briggs served as chief financial officer of Healthy Food Holdings, Inc., a holding and
management company for branded food companies and of Horizon Organic, an organic foods company. Prior
to that, he served as chief financial officer of a private, Denver-based food manufacturer and supplier. During
the 1970s and 1980s he was a tax and M&A consultant to oil and gas exploration companies, and chief
financial officer and senior officer in two Denver-based independent oil and gas companies. Mr. Briggs, an
inactive certified public accountant, has 26 years of management experience as a chief financial officer in
public and private companies primarily in the oil and gas and food industries, and also has 10 years of public
accounting experience in two of the current four worldwide public accounting firms. He is a past director of
the Independent Petroleum Association of the Mountain States (IPAMS). Mr. Briggs holds a Bachelor of Arts
degree in accounting from Duke University and a Juris Doctorate degree from the Georgetown University Law
Center. He is currently a board member and chairman of the audit committee of Corrpro Companies, a
publicly-held engineering and construction services company headquartered in Cleveland.

Retiring Director

Kenneth R. Whiting, 80, has been a director of Whiting Petroleum Corporation since 2003 and has served
as a director of Whiting Oil and Gas Corporation since its inception in 1980. He was President and Chief
Executive Officer of Whiting Oil and Gas Corporation from its inception until 1993, when he was appointed
Vice President of International Business for IES Diversified. From 1978 to late 1979, he served as President of
Webb Resources, Inc. He has many years of experience in the oil and natural gas industry, including his
position as Executive Vice President of Ladd Petroleum Corporation. He was a partner and associate with the
Denver law firm of Holme Roberts & Owen. Mr. Whiting received his Bachelor’s Degree in business from the
University of Colorado and his J.D. from the University of Denver. Mr. Whiting will be retiring upon the
expiration of his current term at the Annual Meeting.

BOARD OF DIRECTORS AND CORPORATE GOVERNANCE

Corporate Governance Guidelines

The Board has adopted Corporate Governance Guidelines that are available, free of charge, on our
website at www.whiting.com or in print to any stockholder who requests it in writing from our Corporate
Secretary,

Code of Business Conduct and Ethics

The Board has adopted the Whiting Petroleum Corporation Code of Business Conduct and Ethics that
applies 1o our directors and employees that is available, free of charge, on our website at www.whiting.com or
in print to any stockholder who requests it in writing from our Corporate Secretary.
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Transactions with Related Persons

We had no transactions during 2007, and none are currently proposed, in which we were a participant and
in which any related person had a direct or indirect material interest. Our Board has adopted policies and
procedures regarding related person transactions. For purposes of these policies and procedures:

* a “related person” means any of our directors, executive officers or nominees for director or any of
their immediate family members; and

* a “related person transaction” generally is a transaction (including any indebtedness or a guarantee of
indebtedness) in which we were or are to be a participant and the amount involved exceeds $120,000,
and in which a related person had or will have a direct or indirect material interest.

Each of our executive officers, directors or nominees for director is required to disclose to the Nominating
and Governance Committee certain information relating to related person transactions for review, approval or
ratification by the Nominating and Governance Committee, Disclosure to the Nominating and Governance
Committee should occur before, if possible, or as soon as practicable after the related person transaction is
effected, but in any event as soon as practicable after the executive officer, director or nominee for director
becomes aware of the related person transaction. The Nominating and Governance Committee’s decision
whether or not to approve or ratify a related person transaction is to be made in light of the Nominating and
Governance Committee’s determination that consummation of the transaction is not or was not contrary to our
best interests. Any related person transaction must be disclosed to the full Board of Directors.

Independence of Directors

Of the eight directors currently serving on the Board, the Board has determined that each of Messrs. Aller,
Briggs, Hahne, Hubbard, Moe and Whiting has no material relationship with us and is independent under
New York Stock Exchange listing standards. The Board has established categorical standards within our
Corporate Governance Guidelines to assist in making determinations of director independence. These categorical
standards are attached as Appendix A to this proxy statemert. In making its determination of independence, the
Board found that each of Messrs. Aller, Briggs, Hahne, Hubbard, Moe and Whiting met these standards.

Board Committees

The Board has standing Audit, Compensation and Nominating and Governance Committees. The Board has
adopted a formal written charter for each of these committees that is available, free of charge, on our website at
wwwwhiting.com or in print to any stockholder who requests it in writing from our Corporate Secretary.

The Audit Committee’s primary duties and responsibilities are to assist the Board in monitoring the
integrity of our financial statements, the independent registered public accounting firm’s qualifications and
independence, the performance of our internal audit function and independent registered public accounting
firm and our compliance with legal and regulatory requirements. The Audit Committee is directly responsible
for the appointment, retention, compensation, evaluation and termination of our independent registered public
accounting firm and has the sole authority to approve all audit and permitted non-audit engagement fees and
terms. The Audit Committee is presently comprised of Messrs. Hubbard {Chairperson), Moe and Briggs, each
of whom is an independent director under New York Stock Exchange listing standards and Securities and
Exchange Commission rules applicable to audit committee members. The Board has determined that
Mr. Hubbard qualifies as an “audit committee financial expert,” as defined by Securities and Exchange
Commission rules. The Audit Committee held four meetings in 2007.

The Compensation Committee discharges the responsibilities of the Board with respect to our compensation
programs and compensation of our executives and directors. The Compensation Committee has overall
responsibility for approving and evaluating the compensation of executive officers (including the chief executive
officer) and directors and our executive officer and director compensation plans, policies and programs. The
Compensation Committee is presently comprised of Messrs. Moe (Chairperson), Hubbard, Briggs and Aller, each
of whom is an independent director under New York Stock Exchange listing standards, an outside director for
purposes of Section 162(m) of the Internal Revenue Code and a non-employee director for purposes of
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Rule 16b-3 under the Exchange Act. The Compensation Committee held five meetings in 2007. Additional
information regarding the Compensation Committee and our processes and procedures for executive compensa-
tion, including, among other matters, our use of compensation consultants and the role of our executive officers
in determining compensation, is provided below under “Compensation Discussion and Analysis”.

The principal functions of the Nominating and Governance Committee are to identify individuals
qualified to become directors and recommend to the Board nominees for all directorships, identify directors
qualified to serve on Board committees and recommend to the Board members for each committee, develop
and recommend to the Board a set of corporation governance guidelines and otherwise take a leadership role
in shaping our corporate governance. The Nominating and Governance Committee is also charged with
administering our policies and procedures regarding any transactions with related persons. The Nominating
and Governance Committee is presently comprised of Messrs. Whiting (Chairperson), Moe, Hahne, Briggs and
Aller, each of whom is an independent director under New York Stock Exchange listing standards. The
Nominating and Governance Committee held two meetings in 2007,

In identifying and evaluating nominees for director, the Nominating and Governance Committee secks to
ensure that the Board possesses, in the aggregate, the strategic, managerial and financial skills and experience
necessary to fulfill its duties and to achieve its objectives, and seeks to ensure that the Board is comprised of
directors who have broad and diverse backgrounds, possessing knowledge in areas that are of importance to us. In
addition, the Nominating and Governance Committee believes it is important that at least one director have the
requisite experience and expertise to be designated as an “audit committee financial expert.” The Nominating and
Governance Committee looks at each nominee on a case-by-case basis regardless of who recommended the
nominee. In looking at the qualifications of each candidate to determine if their election would further the goals
described above, the Nominating and Governance Committee takes into account all factors it considers appropriate,
which may include strength of character, mature judgment, career specialization, relevant technical skills or
financial acumen, diversity of viewpoint and industry knowledge. At a minimum, each director nominee must have
displayed the highest personal and professional ethics, integrity and values and sound business judgment. In
addition, the Nominating and Governance Committee believes that the following minimum qualifications are
necessary for a director nominee to possess to be recommended by the Committee to the Board:

» Each director must be highly accomplished in his or her respective field, with superior credentials and
recognition and broad experience at the administrative andfor policy-making level in business, govern-
ment, education, technology or public interest.

* Each director must have relevant expertise and experience, and be able to offer advice and guidance to
the Chief Executive Officer based on that expertise and experience.

* Each director must be independent of any particular constituency, be able to represent all of our
stockholders and be committed to enhancing long-term stockholder value.,

* Each director must have sufficient time available to devote to activities of the Board and to enhance his
or her knowledge of our business.

The Nominating and Governance Committee will consider persons recommended by stockhelders to
become nominees for election as directors in accordance with the foregoing and other criteria set forth in our
Corporate Governance Guidelines and Nominating and Governance Committee Charter. Recommendations for
consideration by the Nominating and Governance Committee should be sent to our Corporate Secretary in
writing together with appropriate biographical information concerning each proposed nominee. Our By-Laws
also set forth certain requirements for stockholders wishing to nominate director candidates directly for
consideration by the stockholders. With respect to an election of directors to be held at an annual meeting, a
stockholder must, among other things, give notice of an intent to make such a nomination to our Corporate
Secretary in advance of the meeting in compliance with the terms and within the time period specified in the
By-Laws. Pursuant to these requirements, a stockholder must give a written notice of intent to our Corporate
Secretary not less than 60 days or more than 90 days prior to the first anniversary of the date on which we
first mailed our proxy materials for the preceding year’s annual meeting of stockholders.
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Compensation Committee Interlocks and Insider Participation

During 2007, Graydon D. Hubbard, Palmer L. Moe, Thomas L. Aller and Thomas P. Briggs served on the
Compensation Committee of our Board. None of such persons has served as an employee or officer of ours.
None of our executive officers serve as a member of the board of directors or compensation committee of any
entity that has one or more of its executive officers serving as a member of our Board or Compensation
Committee.

Presiding Director

A presiding director is designated to preside over each executive session of the non-management directors
at Board meetings. The role of the presiding director rotates among the chairs of the Audit Committee,
Compensation Committee and Nominating and Governance Committee.

Communication with Directors

Stockholders and other interested parties may communicate with the full Board, non-management
directors as a group or individual directors, including the presiding director, by submitting such communica-
tions in writing to our Corporate Secretary at Whiting Petroleum Corporation, c/o the Board of Directors {or,
at the stockholder’s option, c/o a specific director or directors), 1700 Broadway, Suite 2300, Denver, Colorado
80290. Such communications will be delivered directly to the Board.

Meetings and Attendance

The Board held thirteen meetings in 2007. No director attended less than 90% of the total number of
Board and committee meetings on which they served. Directors are expected to attend our annval meeting of
stockholders each year and all of our directors serving at the time attended our 2007 annual meeting of
stockholders.

Director Compensation

We use a combination of cash and equity incentive compensation to attract and retain qualified and
experienced candidates to serve on the Board. In setting this compensation, our Compensation Committee
considers the significant amount of time and energy expended and the skill-level required by our directors in
fulfilling their duties. Qur Compensation Committee historically granted restricted stock to our non-employee
directors annually in conjunction with the grants of restricted stock to our officers and key employees at the
February Board meeting. The 2008 (and future) grants to directors will be made on the first of the month
following the annual stockholders meeting (June 1 in 2008) to align the grants with directors’ terms of office.
Grants of shares of restricted stock vest one-third each year over three years and become fully vested upon a
change in control of our company. We also reimburse expenses incurred by our non-employee directors to attend
Board and Beard committee meetings and to attend continuing education seminars, conferences and classes.
Directors who are our employees receive no compensation for service as members of either the Board or Board
committees. From January 1, 2007 through July 31, 2007, non-employee directors were compensated as follows:

Committee Service

Nominating
Bopard and
Service Audit Compensation Governance
Annual Retainer . ...........coviivnnnnnn $36,000
Restricted Stock (shares)................... 1,800 )
Committee Chair Annual Retainer . . . ... ...... $20,000 $15,000 $15,000
Committee Chair Restricted Stock (shares) ... .. 1,000 750 750
Committee Member Annual Retainer. . .. ...... $ 5,000 $ 3,000 $ 3,000
Meeting Fee, including telephonic meetings over
one hour . ... ..ottt $ 1,500 $ 1,500 $ 1,500 $ 1,500
Telephonic meetings of one hour or less .. .. ... $ 750 % 750 $ 750 $ 750




Effective August 1, 2007, non-employee director compensation was as follows:

Committee Service

Nominating
Board and
Service Andit Compensation Governance
Annual Retainer . ......... ... $42,000
Restricted Stock (shares) . . ............ .. ... 2,150
Committee Chair Annual Retainer . . .......... $20,000 $15,000 $15,000
Committee Chair Restricted Stock (shares) .. ... 1,000 750 750
Committee Member Annual Retainer. ......... $ 5,000 $ 3,000 $ 3,000
Meeting Fee, including telephonic meetings over
onehour....... .00 $ 1,500 $ 1,500 $ 1,500 $ 1,500
Telephonic meetings of one hour or less ....... $ 750 $ 750 $ 750 $ 750

The following table reports compensation earned by or paid to our non-employee directors during 2007.

Director Compensation

Non-Equity
Fees Earned or Stock Incentive Plan All Other

Paid in Cash Awards Compensation  Compensation Total
Name(1) 3 ($%2) ($)3) 34 $
Thomas L. Aller ........... 73,500 84,368 —_ C— 157,868
D. Sherwin Artus .......... 56,500 95,884 — 8,225 160,609
Thomas P. Briggs . ......... 83,250 65,633 — 8,225 156,108
Graydon D. Hubbard........ 93,000 116,134 — 8,225 217,359
Palmer L. Moe ............ 96,000 106,253 — — 202,253
Kenneth R. Whiting ........ 71,500 106,847 — 8,225 185,978
William N. Hahne(5)........ 12,000 5,928 — — 17,928

(1) Mr. Volker, our President and Chief Executive Officer, is not included in this table as he is an employee of
ours and receives no separate compensation for his services as a director. The compensation received by
Mr. Volker as an employee is shown below under “Executive Compensation - Summary Compensation
Table.”

(2) Reflects the dollar amount we recognized for financial statement reporting purposes for the fiscal year
ended December 31, 2007 in accordance with Statement of Financial Accounting Standards (“SFAS”)
No. 123R and consists of amounts for awards of restricted stock granted in and prior to 2007, Assumptions
used in the calculation of these amounts are included in note 6 to our audited financial statements for the
fiscal year ended December 31, 2007 included in our Annual Report on Form 10-K filed with the Securi-
ties and Exchange Commission on February 28, 2008. In 2007, Messrs. Aller, Artus, Briggs, Hubbard,
Moe, Whiting and Hahne were respectively awarded 2,690, 2,690, 2,690, 4,024, 3,690, 3,690 and 1,075
restricted shares of our common stock with a grant date fair value calculated in accordance with
SEAS No. 123R of $117,765, $117,765, $117,765, $176,699, $161,945, $161,945 and $58,222, respec-
tively. The aggregate number of unvested restricted stock awards outstanding at the end of 2007 for
Messrs. Aller, Artus, Briggs, Hubbard, Moe, Whiting and Hahne were 4,905, 5,126 {5,047 of which were
from grants prior to 2006 when Mr. Artus was an executive officer), 3,890, 4,315, 6,391, 5,890 and 1,075,
respectively.

(3) Messrs. Artus and Whiting receive payments under our Production Participation Plan not for director ser-
vices but with respect to their vested plan interests relating to their prior employment with us from 1989
to 2006 and 1980 to 1993, respectively. In 2007, Messrs. Artus and Whiting were paid $515,381 and
$41,467, respectively, under the Production Participation Plan.

(4) From January 1, 2007 through July 31, 2007, we provided medical insurance coverage to directors and
their spouses, at the election of each director. Messrs. Artus, Briggs, Hubbard and Whiting elected to
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receive such benefits during this time period in 2007 and the amounts listed are equal to the COBRA rates
associated with this medical coverage which we believe is reflective of the value of the benefit received.
Effective August 1, 2007, we made medical and dental coverage available to directors and their spouses,
but directors who elected to receive such coverage were charged a premium that is equal to the COBRA
‘rates associated with our insurance plan (as such, we consider the ability to participate in this coverage to
be non-compensatory).

(5) Mr. Hahne was appointed to serve as a director on November 1, 2007.

APPROVAL OF PERFORMANCE GOAILS AND RELATED MATTERS UNDER
THE 2003 EQUITY INCENTIVE PLAN

Introduction

Since September 2003, we have had in effect our 2003 Equity Incentive Plan (the “Eguity Plan™). The
Equity Plan, as amended through October 23, 2607, is attached hereto as Appendix B. The Equity Plan
provides for the award of stock options, stock appreciation rights, restricted stock, restricted stock units,
performance shares, performance units, annual incentive awards and long-term incentive awards. We are
asking our stockholders to approve the following three items under the Equity Plan:

* The performance goals under the Equity Plan described below under “Terms of Awards — Performance
Goals.” Achievement of specified performance levels under some or all of these performance goals will
be a condition to the vesting of restricted stock or restricted stock units and payment of performance
shares, performance units and annual and long-term incentive awards under the Equity Plan in the
future if such awards have performance conditions to vesting or payment,

+ The employees eligible to receive awards under the Equity Plan as described below under “Administra-
tion and Eligibility.”

* The maximum amount of awards that may be granted to key employees during any calendar year under
the Equity Plan as described below under “Terms of Awards.”

Stockholder approval of these items is required so that the compensation expense resulting from future
awards the vesting or payment of which is conditioned on achievement of performance goals is not subject to
the limitation on income tax deductibility under Section 162(m) of the Internal Revenue Code of 1986, as
amended (the “Code"”). Under Section 162(m), we may not deduct compensation in excess of $1 million paid
in a year to our Chief Executive Officer and our next three highest paid executive officers {other than our
Chief Financial Officer) for that year unless the compensation is payable solely on account of the achievement
of preestablished, objective performance goals. If our stockholders do not approve the three items described
above, we will not be able to deduct compensation expense in excess of this limit resulting from the vesting of
future grants of restricted stock or restricted stock units or the payment of performance shares, performance
units or annual and long-term incentive awards with such performance conditions to vesting or payment. In
such event, we will still be able to make awards under the Equity Plan that do not comply with Section 162(m)
of the Code.

We are not asking our stockholders to approve an increase in the number of shares authorized under the
Equity Plan or any other amendment to the Equity Plan.

Purpose

The purpose of the Equity Plan is to promote our best interests and the best interests of our stockholders
by providing our key employees and non-employee directors with an epportunity to acquire a proprietary
interest in our company, reccive monetary payments based on the value of our shares or receive other incentive
compensation. The Equity Plan is intended to promote continuity of management and to provide increased
incentive and personal interest in the welfare of our company by those key employees who are primarily
responsible for shaping and carrying out our long-range plans and securing our continued growth and financial
success. fn addition, by encouraging stock ownership by directors who are not our employees or employees of
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our affiliates, we seek to attract and retain on the Board persons of exceptional competence and to provide
further incentive to serve as a director of our company.

Administration and Eligibility

The Equity Plan is required to be administered by a committee of the Board consisting of not less than
two directors, each of whom will be a “non-employee director” within the meaning of Rule 16b-3 under the
Securities Exchange Act of 1934 and an “outside director” within the meaning of Section 162(m) of the Code.
The Compensation Committee has been designated as the current administrator of the Equity Plan, which we
refer to in this section as the “Committee.” Among other functions, the Committee has the authority to select
key employees and non-employee directors of our company and its affiliates to be participants under the
Equity Plan; to determine the types of awards to be granted to participants and the number of shares covered
by or the amount of cash to be earned pursuant to such awards; to set the terms and conditions of such
awards; to determine whether, to what extent and when awards may be settled in cash or shares; to determine
whether, to what extent and when cash, shares and other awards may be deferred; and to establish, amend or
waive rules for the administration of the Equity Plan.

Any of our or our affiliates’ key employees, including executive officers or employee-directors, are
eligible to be granted awards by the Committee under the Equity Plan. Key employees are defined as any of
our or our affiliates’ officers or other key employees who are responsible for or contribute to the management,
growth or profitability of our business or the business of our affiliates, as determined by the Committee. As of
March 14, 2008, approximately 424 employees were eligible to participate in the Equity Plan. Our non-
employee directors are also eligible to participate in the Equity Plan.

Awards Under the Equity Plan; Available Shares

The Equity Plan authorizes the Committee to grant to key employees:

« stock options, which may be either incentive stock options meeting the requirements of Section 422 of
the Code or non-qualified stock options;

* stock appreciation rights;

restricted stock;

restricted stock units;
» performance shares and performance units; and
= annual incentive awards and long-term incentive awards.

The Committee may grant non-qualified stock options, restricted stock and restricted stock units to non-
employee directors.

At the time of its adoption, the Equity Plan was allocated 2,000,000 shares of our common stock to be
granted as awards under the Equity Plan. As of March 14, 2008, 519,647 shares have been granted and
1,480,353 shares remain to be granted. All of the shares granted under the Equity Plan have been in the form
of restricted stock grants with three-year time vesting or three-year performance criteria vesting. If any shares
subject to awards granted under the Equity Plan, or to which any award relates, are forfeited or if an award
otherwise terminates, expires or is cancelled prior to the delivery of all of the shares or other consideration
issuable or payable pursuant to the award, then such shares will be available for the granting of new awards
under the Equity Plan. Any shares delivered pursuant to an award may be either authorized and unissued
shares of common stock or treasury shares.




Terms of Awards
Performance Goals

The Committee may make any of the awards under the Equity Plan subject to achievement of
performance goals and has the discretion to choose among the selected performance goals. Under the terms of
the Equity Plan, the Committee may select from the following performance goals:

* return on equity,

* return on investment,

* return on net assets,

* return on revenues,

* operating income,

¢+ performance value added,

* pre-tax profits,

* net income,

* net earnings per share,

» working capital as a percent of net sales,
* net cash provided by operating activities,
« market price per share of common stock,
+ total stockholder return,

« cash flow or cash flow per share,

* reserve value or reserve value per share,
* net asset value or net asset value per share,
+ production volumes,

* reserve addition, and

* finding and development costs.

Options

The Committee may grant non-qualified stock options to non-employee directors and non-qualified stock
options and incentive stock options to key employees, provided that no individual key employee may be
granted, during any calendar year, options to purchase in excess of 300,000 shares of common stock under the
Equity Plan (subject to adjustment as described below). The Committee will determine the exercise price per
share of common stock subject to options granted under the Equity Plan, provided that the exercise price may
not be less than 100% of the fair market value of a share of common stock on the date of grant. The term of
any option granted under the Equity Plan will be determinzd by the Committee, provided that the term of any
option may not exceed ten years from the date of its grant. Options granted under the Equity Plan will become
exercisable in the manner, at the times and in the amounts determined by the Committee. Participants may
exercise options by payment in full of the exercise price, at the discretion of the Committee, in cash or by
tendering shares of common stock or other consideration having a fair market value on the date of exercise
equal to the option exercise price. All incentive stock options granted under the Equity Plan must comply with
Section 422 of the Code. :
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Stock Appreciation Rights

The Committee may grant stock appreciation rights to key employees, provided that no individual key
employee may be granted, during any calendar year, stock appreciation rights under the Equity Plan with
respect 1o more than 300,000 shares of common stock (subject to adjustment as described below). A stock
appreciation right granted under the Equity Plan will confer on the holder a right to receive, upon exercise of
the stock appreciation right, the excess of the fair market value of one share of common stock on the date of
exercise over the grant price of the stock appreciation right as specified by the Committee. The grant price of
a stock appreciation right under the Equity Plan may not be less than 100% of the fair market value of a share
of common stock on the date of grant. At the time of grant, the Committee will determine the grant price,
term, methods of exercise, methods of settlement {including whether the holder of a stock appreciation right
will be paid in cash, shares of common stock or other consideration), and any other terms and conditions of
any stock appreciation right granted under the Equity Plan.

Restricted Stock

The Committee may grant shares of restricted stock to key employees and non-employee directors,
provided that no key employee may be granted, during any calendar year, more than 150,000 shares of
restricted stock (subject to adjustment as described below). Shares of restricted stock granted to key employees
and non-employee directors under the Equity Plan will be subject to such restrictions as the Committee may
impose, including any limitation on the right to vote the shares or receive dividends on the shares. The
restrictions imposed on the shares may lapse separately or in combination at the times and in the amounts as
the Committee determines. Except as otherwise determined by the Committee, upon termination of a key
employee’s employment or a non-employee director’s service for any reason during the applicable restriction
period, all shares of restricted stock still subject to restriction will be forfeited by the key employee or non-
employee director.

Restricted Stock Units

The Committee may grant restricted stock units to key employees and non-employee directors, provided
that no key employee, during any calendar year, may be granted more than 150,000 restricted stock units
(subject to adjustment as described below). Restricted stock units granted to key employees and non-employee
directors under the Equity Plan will be subject to such restrictions as the Committee may impose, which
restrictions may lapse separately or in combination at the times and in the amounts as the Committee
determines. Except as otherwise determined by the Committee, upon termination of a key employee’s
employment or a non-employee director’s service for any reason during the applicable restriction period, all
unvested restricted stock units will be forfeited by the key employee or non-employee director.

Performance Shares and Performance Unils

The Committee may grant performance shares and/or performance units to key employees, provided that
no key employee may receive, during any calendar year, more than 150,000 performance shares, more than
150,000 performance units the value of which is based on the fair market value of a share of our common
stock, or performance units the value of which is not based on the fair market value of a share of our common
stock that would pay more than $1 million, under the Equity Plan (subject to adjustment as described below).
The Committee will determine and/or select the applicable performance period, the performance goals (and the
performance levels related to these goals) to be achieved during any performance peried, the proportion of
payments, if any, to be made for performance between the minimum and full performance level for any
performance goal and, if applicable, the relative percentage weighting given to each of the selected
performance goals, the restrictions applicable to shares of restricted stock or restricted stock units received
upon payment of performance shares or performance units if payment is made in such manner, and any other
terms, conditions and rights relating to the grant of performance shares or performance units.

Following completion of the applicable performance period, payment on performance shares and/or
performance units granted to and eamed by key employees will be made in shares of common stock (which,
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at the discretion of the Committee, may be shares of restricted stock), cash or restricted stock units with an
aggregate fair market value equal to the value of the earned performance shares and/or performance units at
the close of the applicable performance period. Key emplovees will have no voting rights with respect to the
performance shares or the shares underlying performance units held by them during the applicable perfor-
mance period.

Annual and Long-Term Incentive Awards

The Committee may grant annual or long-term incentive awards to key employees, provided that no key
employee may receive, during any calendar year, an annual incentive award that would pay more than
$1,000,000 or a long-term incentive award that would pay more than $2,000,0000 under the Equity Plan. The
Committee determines all terms and conditions of such awards, including the performance goals, performance
period, potential amount payable and timing of payment; but the Committee must require that payment of at
least a portion of the amount subject to the award is contingent on the achievement of one or more
performance goals during a specified period and the performance period relate to a period of one fiscal year of
our company (except where the award is made to a newly hired or promoted individual) for an annual
incentive award and a pericd of more than one fiscal year of our company for a long-term incentive award.
Annual and long-term incentive awards are payable in cash.

Adjustments

If (i) we are involved in a merger or other transaction in which shares of our common stock are changed
or exchanged; (ii) we subdivide or combine the shares of our common stock or we declare a dividend payable
in shares of our common stock, other securities or other property; (iii) we effect a cash dividend the amount of
which, on a per share basis, exceeds 10% of the fair market value of a share of our common stock at the time
the dividend is declared, or we effect any other dividend or other distribution on our common stock in the
form of cash, or a repurchase of shares of our common stock, that the Board determines is special or
extraordinary in nature or that is in connection with a transuction that we characterize publicly as a
recapitalization or reorganization involving the shares of our common stock; or (iv) any other event occurs
that, in the judgment of the Committee, necessitates an adjustment to prevent dilution or enlargement of the
benefits or potential benefits intended to be made available under the Equity Plan, then the Committee will
adjust as applicable (a) the number and type of shares of cur common stock subject to the Equity Plan, and
which may after the event be made the subject of awards; (b) the number and type of shares of our common
stock subject to outstanding awards; {c) the grant, purchase, or exercise price with respect to any award; and
(d) to the extent such discretion does not cause an award that is intended to qualify as performance-based
compensation under Code Section 162(m) to lose its status as such, the performance goals of an award.

If the Committee deems appropriate, it may provide for a cash payment to the holder of an outstanding
award in exchange for cancellation of such award or in lieu of any or all of the foregoing adjustments; except
that no adjustment will be made with respect to awards of incentive stock options to the extent that such
adjustment would cause the Equity Plan to violate Section 422(b) of the Code; and the number of shares of
common stock subject to any award payable or denominated in shares of our common stock will always be a
whole number. In the case of a stock dividend (other than a stock dividend declared in lieu of an ordinary
cash dividend) or subdivision or combination of the shares of our common stock (including a reverse stock
split}, if no action is taken by the Committee, adjustments that are proportionate will automatically occur as of
the date of the stock dividend or subdivision or combination.

Limits on Transferability

Except as otherwise provided by the Committee, no award granted under the Equity Plan (other than an
award of restricted stock on which the restrictions have lapssd or an award of restricted stock units which
have vested) may be assigned, sold, transferred or encumbered by any participant, otherwise than by will, by
designation of a beneficiary, or by the laws of descent and distribution. Except as otherwise provided by the
Committee, each award will be exercisable during the participant’s lifetime only by such participant or, if
permissible under applicable law, by the participant’s guardian or legal representative.
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Dividend Equivalents

In addition to awards granted under the Equity Plan, the Committee may grant dividend equivalents to
key employees and non-employee directors, entitling the participants to receive cash equal to cash dividends
paid with respect to a specified number of shares of common stock. Dividend equivalents may only be granted
in connection with an award granted to the key employee or non-employee director under the Equity Plan.

No Repricing of, or Granting of Discounted, Options or Stock Appreciation Rights

Except for certain adjustments discussed above or adjustments made with stockholder approval (provided
such adjustments made with stockholder approval do not result in the exercise price of an option or the grant
price of a stock appreciation right of less than 100% of the fair market value of a share of our common stock
on the date of adjustment), the Committee does not have authority to effect repricing of options or stock
appreciation rights granted under the Equity Plan or to modify options or stock appreciation rights or to enter
into transactions that would be deemed to constitute a repricing of an option or stock appreciation right
granted under the Equity Plan for accounting purposes or that would be deemed a grant of a discounted option
or stock appreciation right within the meaning of Section 409A of the Cede.

Amendment and Termination

Except as otherwise provided in the Equity Plan, the Board may amend, alter, suspend, discontinue, or
terminate the Equity Plan. Stockholder approval of any amendment of the Equity Plan must be obtained if the
amendment increases the number of shares of common stock with respect to which awards may be granted
under the Equity Plan, expands the class of persons eligible to participate under the Equity Plan or otherwise
increases in any material respect the benefits payable under the Equity Plan. Stockholder approval must also
be obtained for an amendment if otherwise required by the Code or rules promulgated thereunder (in order to
allow for incentive stock options to be granted under the Equity Plan), or the listing requirements of the
New York Stock Exchange or any principal securities exchange or market on which shares of common stock
are then traded (in order to maintain the listing of shares of common stock thereon). Termination of the Equity
Plan will not affect the rights of participants with respect to awards previously granted to them, and all
unexpired awards will continue in force and effect after termination of the Equity Plan except as they may
lapse or be terminated by their own terms and conditions.

The Committee may modify, amend or cancel any award, or waive any restrictions or conditions
applicable to any award or the exercise of the award, under the Equity Plan, except that any modification or
amendment that materially diminishes the rights of a participant and any cancellation of an award is effective
only if agreed to by the participant or any other person with an interest in the award. The Committee need
not, however, obtain consent for the adjustment or cancellation under the circumstances described in the
preceding paragraph or for the modification of an award to the extent it deems necessary to comply with any
applicable law, the listing requirements of any principal securities exchange or market on which the shares of
our common stock are then traded, or to preserve favorable accounting or tax treatment of any award for our
company. Notwithstanding the foregoing, unless determined otherwise by the Committee, any such amendment
must be made in a manner that will enable an award intended to be exempt from Section 409A of the Code to
continue to be so exempt, or to enable an award intended to comply with Section 409A to continue to so
comply.

Withholding

Not later than the date as of which tax withholding is first required with respect to any award under the
Equity Plan, a key employee will be required to pay to the company, or make arrangements satisfactory to the
company regarding the payment of, any federal, state, local or foreign taxes required by law to be withheld
with respect to such amount. Unless otherwise determined by the Committee, withholding obligations arising
with respect to awards under the Equity Plan may be settled with shares of common stock (other than shares
of restricted stock), including shares that are part of, or are received upon exercise of, the award that gives rise
to the withholding requirement. Our obligations under the Equity Plan are conditional on such payment or
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arrangements, and we and any affiliate will, to the extent permitted by law, have the right to deduct any taxes
from any payment otherwise due to the key employee. The Committee may establish such procedures as it
deems appropriate for the settling of withholding obligations with shares of common stock.

Certain Federal Income Tax Consequences

The following summarizes certain federal income tax ¢onsequences relating to the Equity Plan. The
summary is based upon the laws and regulations in effect as of the date of this proxy statement and does not
purport to be a complete statement of the law in this area. Furthermore, the discussion below does not address
the tax consequences of the receipt or exercise of awards under foreign, state or local tax laws, and such tax
laws may not correspond 1o the federal income tax treatment described herein. The exact federal income tax
treatment of transactions under the Equity Plan will vary depending upon the specific facts and circumstances
involved and participants are advised to consult their personal tax advisors with regard to all consequences
arising from the grant or exercise of awards and the disposition of any acquired shares.

Stock Options

The grant of a stock option under the Equity Plan will create no income tax consequences to us or 10 the
recipient. A participant who is granted a non-quatified stock option will generally recognize ordinary
compensation income at the time of exercise in an amount equal to the excess of the fair market value of the
common stock at such time over the exercise price. We will generally be entitled to a deduction in the same
amount and at the same time as the participant recognizes ordinary income. Upon the participant’s subsequent
disposition of the shares of common stock received with respect to such stock option, the participant will
recognize a capital gain or loss (long-term or short-term, depending on the holding period) to the extent the
amount realized from the sale differs from the tax basis (i.e., the fair market value of the common stock on
the exercise date).

In general, a participant will recognize no income or gain as a result of the exercise of an incentive stock
option, except that the alternative minimum tax may apply. IExcept as described below, the participant will
tecognize a long-term capital gain or loss on the disposition of the common stock acquired pursuant to the
exercise of an incentive stock option and we will not be allowed a deduction. If the participant fails to hold
the shares of common stock acquired pursuant to the exercise of an incentive stock option for at least two
years from the grant date of the incentive stock option and one year from the exercise date, then the participant
will recognize ordinary compensation income at the time of the disposition equal to the lesser of the gain
realized on the disposition and the excess of the fair market value of the shares of common stock on the
exercise date over the exercise price. We will generally be entitled to a deduction in the same amount and at
the same time as the participant recognizes ordinary income. Any additional gain realized by the participant
over the fair market value at the time of exercise will be treated as a capital gain.

Stock Appreciation Rights

The grant of a stock appreciation right under the Equity Plan will create no income tax consequences to
us or to the recipient. A participant who is granted a stock appreciation right will generally recognize ordinary
compensation income at the time of exercise in an amount equal to the excess of the fair market value of the
common stock at such time over the grant price. We will generally be entitled to a deduction in the same
amount and at the same time as the participant recognizes ordinary income. If the stock appreciation right is
settled in shares of our common stock, upon the participant’s subsequent disposition of such shares, the
participant will recognize a capital gain or loss (long-term or short-term, depending on the holding period) to
the extent the amount realized from the sale differs from the t1ax basis (i.e., the fair market value of the
common stock on the exercise date).

Restricted Stock

Generally, a participant will not recognize income and we will not be entitled to a deduction at the time
an award of restricted stock is made under the Equity Plan, unless the participant makes the election described

14




below. A participant who has not made such an election will recognize ordiriary income at the time the
restrictions on the stock lapse in an amount equal to the fair market value of the restricted stock at such time.
We will generally be entitled to a corresponding deduction in the same amount and at the same time as the
participant recognizes income. Any otherwise taxable disposition of the restricted stock after the time the
restrictions lapse will result in a capital gain or loss to the extent the amount realized from the sale differs
from the tax basis (i.e., the fair market value of the common stock on the date the restrictions lapse).
Dividends paid in cash and received by a participant prior to the time the restrictions lapse will constitute
ordinary income to the participant in the year paid and we wilt generally be entitled to a corresponding
deduction for such dividends. Any dividends paid in stock wilt be treated as an award of additional restricted
stock subject to the tax treatmemt described herein.

A participant may, within 30 days after the date of the award of restricted stock, elect to recognize
ordinary income as of the date of the award in an amount equal to the fair market value of such restricted
stock on the date of the award (less the amount, if any, the participant paid for such restricted stock). If the
participant makes such an election, then we will generally be entitled to a corresponding deduction in the same
amount and at the same time as the participant recognizes income. If the participant makes the election, then
any cash dividends the participant receives with respect to the restricted stock will be treated as dividend
income to the participant in the year of payment and will not be deductible by us. Any otherwise taxable
disposition of the restricted stock (other than by forfeiture) will result in a capital gain or loss. If the
participant who has made an election subsequently forfeits the restricted stock, then the participant will not be
entitled to claim a credit for the tax previously paid. In addition, we would then be required to include as
ordinary income the amount of any deduction we originally claimed with respect to such shares.

Restricted Stock Units

A participant will not recognize income and we will not be entitled to a deduction at the time an award
of a restricted stock unit is made under the Equity Plan. Upon the participant’s receipt of shares (or cash) at
the end of the restriction period, the participant will recognize ordinary income equal to the amount of cash
and/or the fair market value of the shares received, and we will be entitled to a corresponding deduction in the
same amount and at the same time. If the restricted stock units are settled in whole or in part in shares, upon
the participant’s subsequent disposition of the shares the participant will recognize a capital gain or loss (long-
term or short-term, depending on the holding period) to the extent the amount realized upon disposition differs
from the shares’ tax basis (i.e., the fair market value of the shares on the date the participant received the
shares).

Performance Shares

The grant of performance shares will create no income tax consequences for us or the participant, Upon
the participant’s receipt of shares at the end of the applicable performance period, the participant will
recognize ordinary income equal to the fair market value of the shares received, except that if the participant
receives shares of restricted stock in payment of performance shares, recognition of income may be deferred
in accordance with the rules applicable to restricted stock as described above. In addition, the participant will
recognize ordinary compensation income equal to the dividend equivalents paid on performance shares prior to
or at the end of the performance period. We will generally be entitled to a deduction in the same amount and
at the same time as the participant recognizes income. Upon the participant’s subsequent disposition of the
shares, the participant will recognize a capital gain or loss {long-term or short-term depending on the holding
period) to the extent the amount realized from the disposition differs from the shares’ tax basis (i.e., the fair
market value of the shares on the date the participant received the shares).

Performance Units

The grant of a performance unit will create no income tax consequences to us or the participant. Upon
the participant’s receipt of cash and/or shares at the end of the applicable performance period, the participant
will recognize ordinary income equal to the amount of cash and/or the fair market value of the shares received,
and we will be entitled to a corresponding deduction in the same amount and at the same time. If performance
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units are settled in whole or in part in shares, upon the participant’s subsequent disposition of the shares the
participant will recognize a capital gain or loss (long-term or short-term, depending on the holding period) to
the extent the amount realized upon disposition differs from the shares’ tax basis (i.e., the fair market value of
the shares on the date the participant received the shares).

Annual and Long-Term Incentive Awards

A participant who is paid an incentive award will recognize ordinary income equal to the amount of cash
paid, and we will be entitled to a corresponding income tax deduction.

Dividend Equivalent Units

A participant who is paid a dividend equivalent with respect to an award will recognize ordinary income
equal to the value of cash or common stock paid, and we will be entitled to a corresponding deduction in the
same amount and at the same time.

Section 162(m) Limit on Deductibility of Compensation

Section 162(m) of the Code limits the deduction we can take for compensation we pay to our Chief
Executive Officer and our three other highest paid officers cther than our Chief Financial Officer (determined
as of the end of each year) to $1 million per year per individual. However, performance-based compensation
that meets the requirements of Section 162(m) does not have to be included as part of the $1 million limit. We
are seeking stockholder approval of the performance goals, cligible individuals and maximum award amounts
under the Equity Plan so that awards granted to the covered individuals may meet the Section 162(m)
requirements for performance-based compensation. We reserve the right, however, to make awards that do not
comply with Section 162(m) of the Code.

Code Section 4094

Awards under the Equity Plan may constitute, or provide for, a deferral of compensation under
Section 409A of the Code. If such awards do not comply with the requirements of Section 409A, holders of
the awards may be taxed earlier than would otherwise be the case (e.g., at the time of vesting instead of the
time of payment) and may be subject to an additional 20% penalty tax and, potentially, interest and penalties.
We have sought to structure the Equity Plan and awards under the Equity Plan to comply with Section 409A
and the Department of Treasury regulations and other interpretive guidance that may be issued pursuant to
Section 409A. To the extent that we determine that any award granted under the Equity Plan is subject to
Section 409A, the award agreement evidencing such award will generally incorporate the terms and conditions
required by Section 409A. The Equity Plan also incorporates the provisions of Section 409A by reference to
the extent necessary for any award subject to Section 409A 1o comply with Section 409A. The Equity Plan
and any applicable awards may be modified to exempt the awards from Section 409A or comply with the
requirements of Section 409A.

Other Considerations

Awards that are granted, accelerated or enhanced upon the occurrence of a change of control may give
rise, in whole or in part, to excess parachute payments within the meaning of Section 280G of the Code to the
extent that such payments, when aggregated with other payments subject to Section 280G, exceed the
limitations contained in that provision. Such excess parachutz payments are not deductible by us and are
subject to an excise tax of 20% payable by the participant.

Future Plan Benefits

Our Compensation Committee annually determines the benefits or amounts that will be received by or
allocated to key employees and periodically reviews the director compensation schedule to determine the
benefits or amounts to be received by or allocated to our directors. Accordingly, such benefits and amounts in
the future are not currently determinable.
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Equity Compensation Plan Information

The following table sets forth information with respect to compensation plans under which equity
securities of Whiting Petroleumn Corporation are authorized for issuance as of December 31, 2007,

Equity Compensation Plan Information

Number of Securities Remaining

Number of Securities to be Weighted-Average Available for Future Issuance
Issued Upon Exercise of Exercise Price of Under Equity Compensation
Outstanding Options, Qutstanding Options, Plans (Excluding Securities
Plan Category Warrants and Rights Warrants and Rights  Reflected in the First Column}
Equity compensation plans
approved by security
holders(1) . ................ — N/A 1,611,864(2)
Equity compensation plans not '
approved by security holders . . . — N/A —
Total . ...... ... ... .. ...... —_— N/A 1,611,864(2)

(1) Includes only the Whiting Petroleum Corporation 2003 Equity Incentive Plan.

(2) Excludes 239,656 shares of restricted common stock previously issued for which the restrictions have not
lapsed.

Stockholder Vote Required

The affirmative vote of a majority of the votes cast on the approval of performance goals and related
matters under the 2003 Equity Incentive Plan is required for approval. Shares represented by proxies that
reflect abstentions and shares referred to as “broker non-votes” will not be treated as “votes cast.”

The Board urges each shareholder to vote FOR the approval of performance goals and related
matters under the 2003 Equity Incentive Plan.

.PRINCIPAL STOCKHOLDERS

Certain Beneficial Owners

The following table sets forth information regarding beneficial ownership by persons known to us to own
more than 5% of our outstanding common stock. The beneficial ownership information set forth below has
been reported in filings made by the beneficial owners with the Securities and Exchange Commission.

Amount and Nature of Beneficial Ownership

Name and Address of Voting Power Investment Power Percent
Beneficial Owner Sole Shared Sole Shared Aggregate  of Class
Wellington Management Company, LLP . . — 4,540,920 —_ 5,190,721 5,256,621 12.4%

75 State Street
Boston, MA 02109

Neuberger Berman, Inc. ............. 3,646,977 — —_— 4,754,877 4754877 11.2%
605 Third Avenue
New York, NY 10158

Dimensional Fund Advisors, LP . ..., ... 3,100,071 — 3,100,071 — 3,100,071 73%
1299 Ocean Avenue
Santa Monica, CA 90401
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Management and Directors

The following table sets forth information regarding the beneficial ownership of our common stock as of
March 14, 2008 by: (i} each director and nominee; (ii) each of the named executive officers in the Summary
Compensation Table set forth below; and (iii) all of the directors, nominees and executive officers (including
the named executive officers in the Summary Compensation Table) as a group. Each of the holders listed
below has sole voting and investment power over the shares beneficially owned. None of the holders listed
below have pledged as security any of the shares beneficially owned.

Shares of Percent of
: Common Stock Commeon Stock

Name of Beneficial Owner Beneficially Owned  Beneficially Owned
James J. Volker .. ...... ... .. . .. . 116,392(1) *
Thomas L. Aller .......... P S 8,285 *

D. Sherwin Artus. . .. ..ottt et e e 34,215 *
Thomas P. Briggs. . ... ... e e 5,290(2) *
William N.Hahne . ........... ... ... ... ) 1,075 *
Graydon D.Hubbard . . . ........ ... .. ... i, 13,059 *®
Palmer L. Moe ...... ...t iii i 11,740 ®
Kenneth R. Whiting . . ... ........ ... ... .. v, 13,585 *
Michael J. Stevens. . . ...... ...t i iinns 29,590(1) *
Mark R. Williams . ........... .. ...ttt 29,725(1) *
James T. Brown. ... ... ... ... . i 48,685(1) *
J.Douglas Lang. . . ........ . oo, 18,263(1) *

All directors, nominees and executive officers as a 'group

(17 PErSONSY . . . o ot e ee e e 388,683(1) 0.9%

* Denotes less than 1%.

(1) Amounts include 29,558 shares for Mr. Volker, 8,373 shures for each of Messrs. Stevens, Williams, Brown
and Lang and 100,974 shares for our executive officers as a group that have current voting rights and vest
based on performance criteria, which makes vesting uncertain and does not require reporting of these
shares to the Securities and Exchange Commission as being beneficially owned pursuant to Section 16(a)
of the Securities Exchange Act of 1934 until such shares vest.

{2) Includes 500 shares held by Mr. Briggs’ spouse. Mr. Briggs disclaims beneficial ownership of those
500 shares.

COMPENSATION DISCUSSION AND ANALYSIS

Objectives of Compensation Program

We recognize the importance of maintaining sound principles for the development and administration of
our compensation program, Our compensation program is designed to advance the following core principles:

* support our business st.rétegy of achieving meaningful growth in free cash flow, production of cil and
natural gas and proved reserves of oil and natural gas; and

= increase eamnings and lorig-term value appreciation in our common stock.

In advancing these principles, the objectives of our compensation program, including compensation of our
named executive officers, are to aftract and retain highly qualified and experienced employees, motivate them
to achieve and advance, and reward them for superior performance.
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What Compensation Program Is Designed to Reward, Recognize and Encourage

Our compensation program provides rewards for individual performance, team achievements and
corporate results. It also recognizes changes in our circumstances and individual responsibilities and it
encourages an ownership mentality among our executives and other key employees.

Elements of Compensation/Why We Chose Each/How Each Relates to Objectives

The principal elements of compensation for our named executive officers, in order of their significance,
are:

* short-term and long-term performance incentives in the Production Participation Plan;
* long-term performance incentives in the 2003 Equity Incentive Plan;
* base salaries; and

« retirement savings plan and other benefits.

Production Participation Plan

All employees, including our named executive officers, participate in our Production Participation Plan,
which is the foundation for our executive compensation strategy. This is a relatively unique plan, which we
chose because it incorporates performance-based characteristics of long-term profit-sharing and annual bonuses
in one plan. The Production Participation Plan gives each of our employees a direct participation in the results
of our acquisition of, successful exploration for and development of proved reserves. Production of those
reserves provides shared benefits to stockholders and employees. Achieving the best economic results from
acquisition, exploration, development, and production is a complimentary goal for both us and our employees.

Each year, our Compensation Committee allocates to the Production Participation Plan (but does not
legally convey) an interest in net income (defined as gross revenues less taxes (other than income taxes),
royalties and direct lease operating expenses} from oil and natural gas wells acquired or developed during the
year. Once allocated to plan participants, the interests are fixed as to that plan year. While employed, each
employee is paid annually in cash his or her full interest in applicable current net income. The Production
Participation Plan provides for continued post-employment participation through permanent vesting in the
future net income of the Production Participation Plan at the rate of 20% per year as to every plan year. Also,
employees fully vest in all plan years at the age of 62 or upon death or disability, and full vesting is
accelerated in the event we voluntarily terminate the Production Participation Plan or in the event of a change
in control of our company. This provides important retention incentives to all employees and a long-term,
career orientation. Upon termination of employment, employees retain their vested interests in the Production
Participation Plan. For plan years prior to 2004, forfeitures of unvested interests due to termination of
employment are re-allocated among other plan participants. For plan years after 2003, forfeitures revert to our
company.

We have a Production Participation Ptan Credit Service Agreement with our Chief Executive Officer,
Mr, Volker, the purpose of which is to provide credit to him under the Production Participation Plan for
services he rendered to us as a consultant from March 1993 to August 2000 as if he would have been a
participant in the Production Participation Plan during which such time period. We entered into this
arrangement with Mr. Volker to induce him to become an officer of our company. We also have a Production
Participation Plan Supplemental Agreement with our Vice President, Reservoir Engineering/Acquisitions,
Mr. Lang, the purpose of which is to provide him an annual cash payment in addition to his Production
Participation Plan participant entitlement to ensure that he receives a total payment equal to the average of the
Production Participation Plan payments to our Chief Financial Officer and Senior Vice President. We entered
into this arrangement with Mr. Lang to retain his services as an officer of our company. The Production
Participation Plan Supplemental Agreement also provides that upon a change in control of our company or a
voluntary termination of the Production Participation Plan, we will make a cash payment to Mr. Lang to
ensure that his distribution is equal to the average of the Production Participation Plan distributions to our
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Chief Financial Officer and Senior Vice President. Both of these agreements were negotiated with

Messrs. Volker and Lang at the time of their employment with us to give recognition to their prior experience
in the oil and gas industry and to set their total compensation levels in line with their peers in our company.
See note 2 to the Summary Compensation Table on page 26 and note 4 to the table captioned “Potential
Production Participation Plan Value” on page 30.

Annual Production Participation Plan distributions will increase or decrease depending upon the quantities
of oil and natural gas we produce, prices we realize and direct production costs we incur. As a result, these
distributions are directly linked to our corporate operating performance.

2003 Egquity Incentive Plan

Our 2003 Equity Incentive Plan provides long-term equity-based incentive compensation to our directors,
named executive officers and other key employees. Although the Equity Incentive Plan provides for the grant
of several forms of equity-based awards, including restricted stock, stock options, and stock appreciation
rights, we have avoided the complexities in other award forms and limited our awards to restricted stock. Our
Compensation Committee formulates our restricted stock awards on an annual basis in conjunction with other
compensation decisions at its regularly scheduled February meeting.

Through 20086, each of our grants of restricted stock vests to the recipient in equal annual installments
over three years. Beginning in 2007, we made grants of restricted stock to our named executive officers that
will vest based on achieving a performance cbjective. That objective is to increase the per share differential
between the present value {using a 10% discount factor) of estimated future net revenues from our proven
reserves and our long term debt at a compounded specified percentage increase over a three-year period.

Awards of restricted stock encourage our executive officers to have an ownership mentality and align their
interests with stockhoider interests by having a continuing stake in the success of our company and the long-
term value appreciation in our common stock.

Base Salaries

We maintain base salaries for our executive officers to recognize their qualifications, experience and
responsibilities as well as their unique value and historicai contributions to us. Base salaries continue to be
important in attracting and retaining executive officers and other employees and in motivating them to aspire
to and accept enlarged responsibilities and opportunities for advancement.

401 (k) Plan

We maintain a 401¢k) retirement savings plan for all salaried employees including our executive officers.
Although the Compensation Committee makes an annual determination as to the company matching contribu-
tion to the 401(k) plan, we have historically matched 100% of the first 7.5% of compensation contributed by
our participating employees including our executive officers. These matching contributions vest to participants
in equal increments over the first five years of employment.

Other Benefits

We provide all employees on an equal basis with medical, dental, life and disability insurance coverage.
We also provide customary vacation and paid holidays to all employees, including the named executive
officers. We limit the perquisites that we make available to our named executive officers, who are entitled to
only a few negligible benefits that are not available to all our employees.

How We Chose Amounts for Each Element

Our Compensation Comimittee monitors our executive compensation elements, both individually and
collectively, based primarily on judgments as to what is appropriate under our and individual circumstances.
Awards to our executives under our Production Participation Plan and Equity Incentive Plan are performance
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driven. Compensation of executives in the same or similar positions in our peer group of companies is
reviewed and considered by the Compensation Committee but not targeted.

We allocate a significant percentage of total compensation to incentives in support of the core principles
mentioned abave. There is no pre-established policy or target for allocation between cash and non-cash or
between short-term and long-term incentive compensation. For our named executive officers as a group,
individual elements comprised the following percentages of 2007 total compensation: cash payments made
under the Production Participation Plan were 53.3%, the value of restricted stock granted under the 2003
Equity Incentive Plan was 24.4%, base salaries were 21.2% and retirement savings plans and other benefits
were 1.1% (all as reported on the Summary Compensation Table on page 26).

Production Participation Plan

Benefits received by our executive officers are derived during three important stages of the Production
Participation Plan — award, vesting and annual payment — each with different factors ultimately driving
amounts patd. Awards are made based on evaluations of company, team and individual performance. As
previously discussed, annual awards time-vest over five years unless our executives reach age 62 at which time
they become fully vested. Executives who resign or are terminated forfeit their unvested interests in the
Production Participation Plan. Because each year adds future net income to the plan, Production Participation
Plan benefits accumulate and payments received by executives during and after employment are significantly
influenced by each executive’s length of service. In addition, because annual payments have a direct
relationship to annual net income, the amounts are significantly influenced by oil and gas prices and the
effectiveness with which we produce our oil and gas reserves.

Production Participation Plan awards in total and individual awards to our executives are at the discretion
of our Compensation Committee. Historically, the annual Production Participation Plan award has ranged from
a 2% to 5% interest in net income from oil and natural gas wells acquired or developed. For 2007, the
Compensation Committee set the total Production Participation Plan award at 5% after consideration of the
year’s drilling and property acquisition activity level compared to other plan years, of which 52% was
allocated to our non-officer employees and 48% was allocated to our officer group (21.75% going to our
named executive officers with 7.75% to Mr. Volker and 3.5% to each of the other named executive officers.
As in prior years, the Compensation Committee established the 2007 total plan award percentage, as follows:

« By first deriving a percentage relationship between (i) a profit-sharing amount, based on a percentage
of our 2007 net income plus a sharing of net income over a threshold return on stockholders’
investment and (ii) the estimated present value of the future net revenues attributable to the properties
comprising the 2007 award base, as described in further detail in note 1 to the 2007 Grants of Plan-
Based Awards table on page 27.

* The resulting percentage was then modified to incorporate the results of a review and evaluation of
other performance criteria and other constderations, including the following:

+ Cost and reserve conversion effectiveness of our 2007 exploration and development program,
including impacts on production trends and increases in proven developed reserves.

* Lookback analyses of our prior acquisitions. ‘
* Our 2007 property acquisition program in relation to a volatile 2007 oil and gas pricing environment.
» Total 2007 capital expenditures.

¢ The execution of the executive team during 2007 on our strategy to develop cur two major CO,
projects at Postle and N. Ward Estes.

* The development of two high potential exploratory prospects during 2007 at Robinson Lake and
Boise Ranch.

« Comparison of our operating performance data with that of 15 other domestic exploration and
production companies.
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* Prior year awards and their future payout implications.
¢ Employee satisfaction survey.

In establishing the total award and the executive participation therein, as discussed below, the Compen-
sation Committee has purposely avoided a formulaic approach in order to retain maximum flexibility and
judgment as to what it considers appropriate in the circumstances.

Factors considered in establishing an aggregate 48% avsard allocation to our officer group (including the
21.75% to our named executive officers) included, in addition to those enumerated above, the following:

¢ Prior year award allocations.

* Increase in 2007 in the number of officers in our company and our operating subsidiary.

* Annual performance evaluations, including self-reviews, of each officer.

» Tally sheets summarizing all components of compensation for each officer by various measurements.
* A philosophy of team sharing in the officer award.

* Compensation provided to officers in similar positions by a peer group of other companies,

The Compensation Committee periodically reviews, for the total Production Participation Plan and for
each named executive officer’s interest in the Production Participation Plan, the estimated present value of
both vested and unvested benefits. In its review, the Compensation Committee also compares the increases in
our long-term commitments under the Production Participation Plan with the growth in our stockholders’
equity and growth in our market capitalization (aggregate market value of our common stock). For the four
years ended December 31, 2007, both benchmark measures have increased at a greater rate than the Production
Participation Plan’s long-term commitments.

Restricted Stock Awards

The Compensation Committee believes that equity ownership is an important element of compensation to
the named executive officers and other members of our management team, and we have systematically
increased the named executive officers’ ownership in our cornmon stock. Our Compensation Commitiee makes
grants of restricted stock each year at its February meeting. In 2007, Mr. Volker was awarded 17,778 shares of
restricted stock, Messrs. Stevens, Williams, Brown and Lang each received 5,556 shares of restricted stock.
The restricted stock will vest if we achieve, at each of the fiscal year ends preceding the first three anniversary
dates of the grant, a specified increase (compounded annually) in the difference between (i) the per share
amount of our after-tax PV10% value (calculated in accordance with Securities and Exchange Commission
guidelines} of proved reserves and (1i) the per share amount of our consolidated long-term debt. If the
specified increase threshold is met at any of such fiscal year ends, then more than one year can vest in a given
vear but not to exceed a maximum of one-third of the total shares granted for every year of service that has
been completed. To the extent all or a portion of the awards are not earned at the end of the three years, the
portion of the awards not earned will be forfeited. For awards of restricted stock made in 2007, the specified
increase threshold was 9%.

In making the 2007 awards, the Compensation Committee considered, in addition to the performance and
other factors discussed above:

* The growth in per share stock price in 2006,
* Prior year awards and their vesting results.
* Equity-based awards of a peer group of other companies.

* Total compensation for each employee compared 1o the same executive positions in a peer group of
other companies. -
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Base Salaries

Our Compensation Committee considers executive officer base salary levels annually in February as part
of our performance appraisal process and establishes new salary levels effective April 1 of each year. The
Compensation Committee established the appropriate 2007 base salary for Mr. Volker and reviewed his
recommendations for base salary levels of each other executive officer. Base salary increases, which averaged
11% for the named executive officers, were required to bring salaries to the appropriate level for 2007. In
establishing or approving executive officer base salaries for 2007, the Compensation Committee considered, in
addition to the performance and other factors discussed previously, the following:

* The significant growth of our company in 2006 — 13.4% as measured by the increase in property and
equipment, net of depletion, depreciation and amortization,

+ Individual responsibilities and performance, particularly in managing our assimilation of the properties
we acquired in 2005,

« Successful implementation of the change in emphasis to an exploration and development focus during a
higher price environment not favorable to acquisition efforts.

+ The fierce competition for executive talent among oil and gas companies.

+ Base salaries provided to executives in similar positions in a peer group of other companies.

Chief Executive Officer Compensation Factors

Additional factors considered in establishing the Production Participation Plan allocation, Restricted Stock
Awards and salary compensation to our Chief Executive Officer, Mr. Volker, in amounts greater than the other
named executive officers included:

« The magnitude of his responsibilities and the dedication and effectiveness with which he discharges
them.

« His skill in guiding our acquisition, exploration, development and production efforts.

« His effectiveness in managing relationships with our executives, employees and directors and external
relationships with bankers, investment bankers, analysts and others.

s His strategic vision for our future, and his ability to plan and direct the implementation of that vision.

Mr. Volker is paid at a level of approximately two times the level of our other named executive officers.
His higher levels of compensation in each of our elements of executive compensation reflect his higher levels
of overall responsibility for the combined activities of our company compared to the other members of the
executive team.

Role of Our Compenéation Committee/Named Executive Officers

Our Compensation Committee, who has overall responsibility for executive compensation, monitors our
director and executive officer compensation and benefit plans, policies and programs to insure that they are
consistent with our compensation philosophy and corporate governance guidelines. Subject 1o the approval of
the Board, the Compensation Committee makes annual plan awards to our named executive officers.

Alihough the Compensation Committee uses survey and peer group compensation information in
monitoring compensation, the Compensation Committee believes available data is generally stale at the time it
makes compensation decisions. For example, the 2007 Production Participation Plan award was made in
Januvary of 2008 when our preliminary 2007 operating results became available. Survey and peer company
information was available only for 2006. Restricted stock awards and base salaries for 2007 were established
in February of 2007 in conjunction with a quarterly Board meeting. At that time, survey and peer company
information was available only for 2005.
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‘When 2006 compensation data became available in 2007, the Compensation Committee reviewed
comparisons of our 2006 executive compensation (by component and in total) with that of a peer group of
thirteen companies and with industry compensation survey results. The companies that comprised our peer
group were Bill Barrett Corporation, Cabot Qil and Gas Corporation, Cimarex Energy Co., Delta Petroleum
Corp., Denbury Resources, Inc., Encore Acquisition Co., Forest Qil Corporation, Mariner Energy, Inc.,
Newfield Exploration Company, Petrohawk Energy Corporation, Plains Exploration & Production Company,
Range Resources Corporation, and St. Mary Land & Exploration Company.

The Compensation Committee has concluded such comparisons are of limited usefulness, principally
because of the uniqueness of our Production Participation Plan. However, based on such comparisons, the
Compensation Committee belicves that:

* Our executive compensation is competitive.

* Mr. Volker’s total compensation is at peer group medians and that total compensation for our other
named executive officers is above survey and peer group medians,

» Annual distributions from our Production Participation Plan provide incentive compensation that
approximates bonuses or short-term incentive awards ak survey and peer group medians for Mr. Volker
and are above survey and peer group medians for our cther named executive officers,

* Our annual Production Participation Plan awards and restricted stock awards have provided long-term
incentive compensation that is at survey and peer group medians for Mr. Volker and above survey and
peer group medians for our other named executive officers.

¢ Mr. Volker’s base salary approximates survey and peer group medians, and base salaries for our other
named executive officers are at survey and peer group medians, which is consistent with our philosophy
of maintaining compensation focus on the performance-based features of our Production Participation
Plan and our Equity Incentive Plan.

To help ensure that our executive compensation program is competitive and is consistent with our
compensation philosophy and corporate governance guidelines and that our plan awards provide rewards for
accomplishment, not for expectation, our Compensation Committee does the following:

* Maintains a Compensation Committee comprised of independent directors who are seasoned executives
having extensive experience in the oil and gas industry and in establishing and monitoring executive
compensation programs, plans and awards;

* Independently performs analytical reviews of our annual performance and results focusing on profitabil-
ity, quality of earnings, returns on capital and on stockholder’s equity, reserve replacement efficiency,
and the elements that change the standardized measure of our proved reserves;

+ Annually participates in, subscribes to and reviews industry-wide compensation and benefits surveys
such as Effective Compensation, Inc. to-gauge the adequacy of our programs;

» From time to time, directly engages an independent executive compensation and benefits consultant to
assess the competitiveness of our overall executive compensation program, and provide specific research
in areas being reviewed by our Compensation Committes. This consultant reports directly to the
Compensation Committee when engaged and does not datermine, but may, when asked, make
recommendations as to the amount or form of director or officer compensation;

* Subscribes to and reviews various published resources with respect to executive compensation practices
and issues;

* Annually reviews the performance of our Chief Executive Officer, and determines his plan awards and
base salary;
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» Annually reviews the performance of our other named executive officers and other key employees with
assistance from our Chief Executive Officer and approves their plan awards and base salaries; and

» Holds executive sessions (without management present) at every Compensation Committee meeting and
communicates with each other informally between meetings.

Typically, our Chief Executive Officer makes compensation recommendations to the Compensation
Committee with respect to the executive officers that report to him. Such officers are not present at the time of
these deliberations. The Compensation Committee determines the compensation of our Chief Executive Officer
with limited input from him and he is not present at the time of that deliberation. The Compensation
Committee, in its discretion, may accept, modify or reject any such recommendations.

Termination and Change in Control Arrangements

We do not have any employment contracts, severance agreements or severance plans in effect with respect
to any of our named executive officers. We also do not provide pension arrangements, post-termination health
coverage or deferred compensation plans for them. Furthermore, in the event of a change in control of our
company:

* Unvested interests in the Production Participation Plan automatically vest,

» The Production Participation Plan terminates and all interests are liquidated in a lamp sum distribution,
» Unvested shares of restricted stock automatically vest, and

¢ Unvested company matching contributions to the 401¢k) Plan automatically vest.

These change in control benefits are included in the underlying plan and grant documents, and we believe
that they are essential ‘elements of our executive compensation package and assist us in recruiting and retaining
talented individuals. These change in control provisions are also intended to help ensure that our executives
remain with us in the event of a potential change in control of our company. See “Executive Compensation —
Potential Payments upon Termination or Change in Control” for a quantification of these benefits.

Accounting and Tax Treatment of Compensation

We account for our restricted stock grants in accordance with the requirements of SFAS No. 123R which
requires us to estimate and record an expense over the service or vesting period of the award. The
Compensation Committee considers these requirements when determining annual grants of equity awards.

Section 162(m) of the Internal Revenue Code limits our income tax deduction for compensation paid to
each of the named executive officers to $1 million, subject to several exceptions. Although our Compensation
Committee considers the impact of Section 162(m) when developing and implementing our executive
compensation program, we believe that it is important to preserve flexibility in designing compensation
programs in order to retain and motivate superior executive talent. Accordingly, we have not adopled a policy
that all compensation must qualify as deductible under Section 162(m). Stockholders are being asked at the
Annual meeting to approve performance goals and related matters under our 2003 Equity Incentive Plan that
will enable compensation resulting from the vesting or payment of certain awards in the future, including
restricted stock, that are subject to satisfaction of such goals to be deductible.

Section 409A of the Internal Revenue Code provides, among other things, rules for when compensation
may be deferred and when, if deferred, it may be paid. During 2007, we amended our compensation plans and
agreements to be compliant with Section 409A.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the above Compensation Discussion and
Analysis with management and, based on such review and discussion, has recommended to the Board of
Directors that the Compensation Discussion and Analysis be included in this proxy statement and incorporated
by reference into the company’s Annual Report on Form 10-K.

Palmer L. Moe, Chairperson
Graydon D. Hubbard
Thomas P. Briggs

Thomas L. Aller

EXECUTIVE COMPENSATION

Summary Compensation Information

The following table sets forth information concerning the compensation earned in respect of the 2006 and
2007 fiscal years by our Chief Executive Officer, our Chief Financial Officer and each of our three other most
highly compensated executive officers whose total cash compensation exceeded $100,000. The persons named
in the table are sometimes referred to in this proxy statement as the “named executive officers.”

Summary Compensation Table

Restricted Non-Equity
Stock Incentive Plan All Other
Salary Awards  Compensation Compensation Total

Name and Principal Position Year (%) [£3100] {($X2) ($)3() (%)

James J. Volker . .................. 2007 515,000 688953 1,105,319 4,224 2,313,496
Chairman, President and 2006 487,500 665,786 835,201 4,670 1,993,157
Chief Executive Officer

Michael J. Stevens . . . .............. 2007 232,500 215,779 518,844 15,998 983,121
Chief Financial Officer and 2006 205,000 205,238 447324 16,964 874,526
Vice President

Mark R, Williams ................. 2007 201,250 208,023 670,377 16,473 1,096,123
Vice President, Exploration and 2006 190,000 189,265 559,377 16,820 955,462
Development

James T. Brown{(3)................. 2007 230,000 216,769 576,274 17,616 1,040,659
Senior Vice President 2006 185,000 212,693 503,008 16,772 917,473

J.Douglas Lang................... 2007 180,000 233,086 547,559 16,428 977,073
Vice President, 2006 146,250 223,510 475,166 16,401 861,327

Reservoir Engineering/Acquisitions

(1) Reflects the dollar amount we recognized for financial stalement reporting purposes for each of the fiscal
years ended December 31, 2006 and 2007 in accordance with SFAS No. 123R and consists of amounts for
awards of restricted stock granted in and prior to 2007. Assumptions used in the calculation of these
amounts are included in note 6 to our audited financial statements for the fiscal year ended December 31,
2007 included in our Annual Report on Form 10-K filed with the Securities and Exchange Commission on
February 28, 2008. See “2007 Grants of Plan-Based Awarcls™ Table and “Disclosure Regarding Summary
Compensation Table and Grants of Plan-Based Awards Table” for more information regarding awards of
restricted stock.

(2) Reflects the dollar amount we paid under our Production Participation Plan with respect to our net income
from oil and natural gas wells during each of 2006 and 2007 attributable to all plan years in which each
named executive officer has an allocated interest under the Production Participation Plan. See “Disclosure
Regarding Summary Compensation Table and Grants of Plun-Based Awards Table” for more information
regarding awards under our Production Participation Plan. For awards made with respect to the 2006 plan
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year only, Mr. Volker received $159,632 and Messrs. Stevens, Williams, Brown and Lang each received
$72,092. For awards made with respect to the 2007 plan year only, Mr. Volker received $175,692 and
Messrs. Stevens, Williams, Brown and Lang each received $79,345. Also reflects a payment in 2006 in the
amount of $72,772 to Mr. Volker pursuant to his Production Participation Plan Credit Service Agreement,
which is calculated as if he would have participated in our Production Participation Plan during the time
period he was a consultant to us from March 1993 to August 2000, and a payment in the amount of
$46,681 to Mr. Lang pursuant to his Production Participation Plan Supplemental Payment Agreement,
which is equal to the difference between the average of the Production Participation Plan payments to our
Chief Financial Officer and Senior Vice President and the Production Participation Plan payment to

Mr. Lang. Also reflects a payment in 2007 in the amount of $137,980 to Mr. Volker pursuant to his Pro-
duction Participation Plan Credit Service Agreement, and a payment in the amount of $43,840 to Mr. Lang
pursuant to his Production Participation Plan Supplemental Payment Agreement. See “Compensation Dis-
cussion and Analysis — Elements of Compensation/Why We Chose Each/How Each Relates to
Objectives.”

(3) Reflects long term disability, accidental death and dismemberment and life insurance premiums paid by us
for Messrs. Volker, Stevens, Williams, Brown and Lang in the amounts of $4,670, $1,964, $1,820, $1,772
and $1,40t, respectively, for 2006 and $4224, $498, $973, $2,116 and $928, respectively, for 2007. These
amounts also include matching contributions by us under our 401(k) Employee Savings Plan to
Messrs. Stevens, Williams, Brown and Lang in the amount of $15,500 each.

(4) We limit the perquisites that we make available to our executive officers, who are entitled to few benefits
that are not otherwise available to all our employees, and no such perquisites are included in this table.
The aggregate amount of such personal benefits for each named executive officer in each year reflected in
the table did not exceed $10,000.

(5) Mr. Brown was promoted from Vice President, Operations to Senior Vice President on May 23, 2007.

Grants of Plan-Based Awards
The following table sets forth information concerning awards made during 2007 to our named executive
officers under our Production Participation Plan and our 2003 Equity Incentive Plan.

Estimated Future Payouts Under Estimated Future Payouts Under ;.04 Date Fair
Non-Equity Incentive Plan Awards Equity Incentive Plan Awards Value of Stock

Grant  Threshold Target Maximum Threshold Target Maximum Awards
Name Date ($) ($)(1) ($) (# #(2) (#) ($)3)
James J. Volker ..... — — 1,000,249 —_— — — — —_—
2123007 — o — — 17,778 — 807,477
Michael J. Stevens . . . —_— —_ 451,726 — - — — —
2/23/07 — — — — 5,556 — 252,354
Mark R, Williams . .. — — 451,726 — — — — —
2/23/07 —_ — —_ — 5,556 — 252,354
James T. Brown ... .. —_ —_ 451,726 — — — _ —
2/23/07 —_ — —_ — 5,556 — 252,354
J. Douglas Lang. . ... — 451,726 — —_ —

2/23/07 — — — — 5,556 — 252,354

(1) These amounts are estimates of the potential long term benefit of the 2007 plan year grant of an award
under our Production Participation Plan to each of the named executive officers. We have estimated the
net income stream from the proved developed oil and gas reserves attributable to the properties comprising
the 2007 award based upon NYMEX forward strip pricing at year end 2007 (adjusted for area price differ-
entials actually received), assuming that the officer remains employed for five years so that the 2007 grant
fully vests and completing a present value calculation using a discount rate of 15%. The grant date indi-
cated is January 14, 2008, which is the date our Compensation Committee determined the Production Par-
ticipation Plan award for plan year 2007, although the amounts presented in this column are based upon
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reserve estimates as of the end of the plan year on December 31, 2007. These numbers are indicative
based on the assumptions used in this calculation. The actual value may increase or decrease over time
depending on prices realized and operating expenses incurred as well as on the quantities and rates of pro-
duction from the underlying oil and gas reserves. See “Disclosure Regarding Summary Compensation
Table and Grants of Plan-Based Awards Table” for more information regarding awards under our Produc-
tion Participation Plan.

(2) These amounts are the number of restricted shares of our common stock granted to each of the named
executive officers in 2007 under our 2003 Equity Incentive Plan. See “Disclosure Regarding Summary
Compensation Table and Grants of Plan-Based Awards "Table” for more information regarding awards of
restricted stock.

(3) Reflects the grant date fair value of the restricted stock award calculated in accordance with
SFAS No. 123R. See “Disclosure Regarding Summary Compensation Table and Grants of Plan-Based
Awards Table” for more information regarding awards of restricted stock.

Disclosure Regarding Summary Compensation Table and Grants of Plan-Based Awards Table

Production Participation Plan

Each year, our Compensation Committee allocates to the Production Participation Plan on a discretionary
basis (but does not legally convey) an interest in net income from oil and natural gas wells acquired or
developed during the year. Once allocated to plan participants, the interests are fixed as to that plan year and
each employee is paid annually in cash his or her full allocared interest in such net income while employed. In
addition to the annual payments, the Production Participatior: Plan provides the opportunity for continued post-
employment participation because the awarded portion of the Production Participation Plan permanently vests
to each employee at the rate of 20% per year as to every plan year. Also, employees fully vest in all plan
vears at the age of 62 or upon death or disability. Full vesting is accelerated in the event we voluntarily
terminate the Production Participation Plan or in the event of a change in control of our company. See
“Potential Payments Upon Termination or Change in Control — Production Participation Plan™ for a descrip-
tion of the terms of the Production Participation Plan triggered upon a termination of employment, death or
disability or a termination of the Production Participation Plan or a change in contro} of our company. Upon
termination of employment, employees retain their vested interests in the Production Participation Plan. For
plan years prior to 2004, forfeitures of unvested interests due to termination of employment are re-allocated
among other plan participants. For plan years after 2003, forleitures revert to uvs.

Resiricted Stock

All shares of restricted stock we have granted through December 31, 2006 under our 2003 Equity
Incentive Plan vest in equal annual increments over three years from the date of grant. The shares of restricted
stock granted in 2007 to the named executive officers (and other executive officers) will vest based on the
company achieving, at each of the fiscal year ends preceding the first three anniversary dates of the grant, a
9% increase {(compounded annually) in the difference between (i) the per share amount of the company’s
after-tax PV10% value (calculated in accordance with Securities and Exchange Commission guidelines) of
proved reserves and (ii) the per share amount of the company’s consolidated long-term debt. If the specified
increase threshold is met at any of such fiscal year ends, then more than one year can vest in a given year but
net to exceed a maximum of one-third of the total shares granted for every year of service that has been
completed. To the extent all or a portion of the awards are nct earned at the end of the three years, the portion
of the awards not earned will be forfeited. Dividends are payible on shares of unvested restricted stock;
‘however, we historically have not paid any dividends and do not anticipate paying any dividend on our
common stock in the foreseeable future. See “Potential Paymants Upon Termination or Change in Control —
Restricted Stock Agreements” for a description of the terms of the restricted stock triggered upon a change in
control of our company.
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Outstanding Equity Awards at 2007 Year-End

The following table sets forth information concerning unvested restricted stock awards held by for our
named executive officers on December 31, 2007.

Stock Awards
Market Equity Incentive Equity Incentive
Number of Value of Plan Awards: Plan Awards:
Shares of Shares of Number of Market Value of
Stock That  Stock That  Unearmed Shares Unearned Shares
Have Not Have Not of Stock That of Stock That
Vested Vested Have Not Vested Have Not Vested
Name #Hi) )2 (H3) ($X2)
James J.Volker . . .. ... 16,653 960,212 17,778 1,025,079
Michael J. Stevens. . . ....... . ... 5,269 303,811 5,556 320,359
Mark R, Williams . . ...................... 4,857 280,055 5,556 320,359
James T.Brown. . ...... ..o iniinnn.. 5,269 303,811 5,556 320,359
JDouglasLang ......................... 5,269 303,811 5,556 320,359

(1) Reflects unvested shares of restricted common stock held by our named executive officers as of December 31,
2007 that have time-based vesting. These shares will vest on various dates as follows:

Name 272308  224/08 2723109
James J. Volker .. .. e 5,853 4,946 5,854
Michael I Stevens .. ... ... i i i e e 1,811 1,648 1,810
Mark R. Williams. . .. ... ... .. e 1,811 1,236 1,810
James T. Brown . . . ... ... . e e e e 1,811 1,648 1,810
JoDouglas Lang . . ... .ot e e 1.811 1,648 1,810

(2) Reflects the value of unvested shares of restricted common stock held by our named executive officers as
of December 31, 2007 measured by the closing market price of our common stock on December 31, 2007,
which was $57.66 per share.

(3) Reflects unvested shares of restricted common stock held by our named executive officers as of December 31,
2007 that have performance-based vesting. These shares will vest on various dates as follows if the perfor-
mance objectives are satisfied:

Name 2/23/08 22309 22310
James J. Volker . ... ... 5926 5926 5926
Michael J. Stevens ... ... .. .. ... . e 1,852 1,852 1,852
Mark R.Williams. .. ... ... o e 1,852 1,852 1,852
James T.Brown . . ... ... ... 1,852 1,852 1,852
LDouglasLang . . ... .. . . 1,852 1,852 1,852
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i Stock Vested

The following table sets forth information concerning restricted stock awards vested during 2007 for our
named executive officers.

Stock Awards(1)

Number of Shares Value Realized
Acquired on Vesting on Vesting

Name During 2607 (#) During 2007 ($)
James J. VolKer. . .. ..o i e e 21,099 $958,317
Michael J, Stevens ....... ... i e 6,034 $274,064
Mark ReWilliams . .. .. ... . i e 5,622 $255,351
James T. Brown ... ...ttt et ee e 6,892 $313,035
JDouglasLang ........... ... ... . . . i, 6,126 $270,032

(1) Reflects the number of shares of restricted common stock held by our named executive officers that vested
during 2007 valued at the closing market price of our common stock on the applicable vesting dates.

Potential Payments Upon Termination or Change in Control
Production Participation Plan

To quantify the potential long-term impact of the Production Participation Plan, the following table shows
the estimated values for each of the named executive officers assuming (i) they each terminated their
employment by resignation on December 31, 2007, (ii) their employment was terminated as a result of death
or disability on December 31, 2007, and (iii) a voluntary termination of the Production Participation Plan by
us or a change in contro! of our company occurred on December 31, 2007, in each case including the awards
under the Production Participation Plan made in 2008 with respect to the 2007 plan year. Descriptions of the
circumstances that would trigger payments and accelerated vesting under the Production Participation Plan,
how such payments are determined under the circumstances and other material factors regarding these
provisions, as well as the material assumptions that we have made in calculating these estimated values follow
this table.

Potential Production Participation Plan Value(l)

Termination of Termination of Termination of
Employment Employment by Plan or Change
by Resignation Death or Disability in Control
Name ($)(2) )3 $)(4)
James J. Volker ........ ... ... ... .. ... 2,935,143 5,163,145 6,775,599
Michael J. Stevens . ........c oo, 1,547,820 2,682,262 3,410,467
Mark R. Williams. . . ..................... 1,966,414 3,100,856 3,829,061
James T.Brown .. ....................... 1,796,877 2,931,320 3,659,525

J.DouglasLang . ........................ 1,672,349 2,806,791 3,534,996

(1) In accordance with the terms of the Production Participation Plan, upon termination of the plan or a
change in control of our company, the fair market value of vested interests is to be distributed and upon
termination of employment by resignation, death or disability, there is no such distribution. For illustrative -
purposes, we are providing an estimated value for each of these termination and change in control events
as if there were a distribution in every event. The determination of fair market value is to be made by us,
using valuation reports, discount rates, and other factors then being used by us for the purchase of oil and
gas properties from third parties. For purposes of this table, we have made the following assumptions:
NYMEX forward strip pricing at year end 2007 (adjusted for area price differentials actually received),
and present value of payment stream discounted at 15%. Assumptions used in the calculation of these
amounts are included in note 7 to our audited financial statements for the fiscal year ended December 31,
2007 included in our Annual Report on Form 10-K filed with the Securities and Exchange Commission on
February 28, 2008. For termination of plan or change in control (see note 4 below), proved undeveloped
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reserves risked at 60% and proved developed non-producing and behind pipe reserves risked at 75%,
3.75% of which is deemed to be contributed to the plan (determined as the average of the three previous
annual allocations to the plan by our Compensation Committee which is the minimum requirement of the
Production Participation Plan). These estimates will likely vary based upon timing of applicable events,
reserve declines, levels of production, prices realized or used in the calculations, costs incurred to achieve
production and other changes in our assumptions.

{2) Reflects the estimated fair market value of all vested interests as of the assumed employment termination
date.

(3) Reflects the estimated fair market value of all vested interests and accelerated unvested interests as of the
assumed date of death or disability.

(4} Reflects the estimated fair market value of all vested interests and accelerated unvested interests plus the
allocated share in proved undeveloped reserves as of the assumed date the plan is terminated or change in
control occurs. For Mr. Volker, this amount also includes $211,727 payable pursuant to his Production Par-
ticipation Plan Credit Service Agreement and, for Mr. Lang, this amount also includes $202,830 payable
pursuant to his Production Participation Plan Supplemental Payment Agreement. See “Compensation Dis-
cussion and Analysis — Elements of Compensation/Why We Chose Each/How Each Relates to
Objectives.”

The Production Participation Plan provides that if a participant with less than one full year of employment
with us terminates employment with us for any reason, then all rights of such employee under the Production
Participation Plan will terminate. For a participant who has one or more full years of employment with us at
the date of termination with us, the participant will be able to continue to participate in distributions with
respect to interests that have vested. In addition, a participant will become fully vested in all interests upon
reaching age 62. If a participant dies or becomes disabled during employment prior to becoming fully vested,
such participant will become fully vested for purposes of future distributions. If a participant’s employment
with us is terminated for cause, as determined by us, the participant will forfeit all rights to further
distributions regardless of prior vesting.

The Production Participation Plan provides that upon a voluntary termination of it by us or a change in
control of our company, the interests of all participants who are employees at such time will become 100%
vested as to all plan years and partial plan years. In addition, all remaining oil and gas properties in the
Production Participation Plan that are categorized as proved undeveloped reserves previously contributed to
Production Participation Plan but not allocated to a particular plan year will be allocated to the partial plan
year established as a result of such voluntary termination or change in control. “Change in control” is defined
in the Preduction Participation Plan to mean:

* any person, with certain exceptions, is or becomes the beneficial owner of our securities representing
20% or more of our outstanding shares of common stock or combined voting power of our outstanding
voting securities;

* individuals who were directors as of February 23, 2006 and any new director whose appointment or
election was approved or recommended by a vote of at least two-thirds of the directors then in office
who were either directors on February 23, 2006 or whose appointment or election was previously so
approved or recommended cease to constitute a majority of our directors;

* our stockholders approve a merger, consolidation or share exchange involving us, except for certain
transactions that do not result in another person acquiring control of us; or

* our stockholders approve a plan of complete liquidation or dissolution of us or an agreement for the
sale of substantially all of our assets, other than a sale of substantially all of our assets to an entity at
least 75% of combined voting power of the voting securities of which are owned by our stockholders in
substantially the same proportions as their ownership immediately prior to such sale,

Upon a voluntary termination of the Production Participation Plan by us or a change in control of our
company, we will distribute the fair market value (determined in accordance with the Production Participation
Plan) of all vested interests plus the allocated share in proved undeveloped reserves as of the date the plan is
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terminated or change in control occurs to participants in one lump sum twelve months after such a termination
or within one month after such a change in control.

Restricted Stock Agreements

When we make grants of restricted stock to our executive officers, ‘including the named executive officers,
we enter into Restricted Stock Agreements with such executive officers that contain provisions that are
triggered upon a termination of an executive officer or a change in control of our company. If an executive
officer ceases to be employed by us for any reason, including death, then the shares of restricted stock that
have not yet become fuily vested will automatically be forfeited. Effective upon a change in control of our
company, the shares of restricted stock will fully vest and the restrictions imposed on the restricted stock will
immediately lapse. The value of the restricted stock that would have vested assuming a change in control of
our company occurred on December 31, 2007 and our common stock was valued at the closing market price
as of that date for each named executive officer is set forth in the “Market Value of Shares of Stock That
Have Not Vested” and “Equity Incentive Plan Awards: Market Value of Unearned Shares of Stock That Have
Not Vested” columns of the *“QOutstanding Equity Awards at 2007 Year-End Table” above. “Change in control”
is defined in the Restricted Stock Agreements to mean:

+ any person, with certain exceptions, is or becomes the beneficial owner of our securities representing at
least 51% of the combined voting power of our cutstanding voting securities;

+ one-third or more of the members of our Board who were directors on the grant date for the restricted
stock, and any successor of those directors who is recommended by a majority of such directors, are
not continuing directors;

« our stockholders approve any consolidation or merger in which we would not be the surviving
corporation or pursuant t¢ which our common stock would be converted into cash, with certain
exceptions, or any sale of substantially all of our assets; or

+ our stockholders approve any proposal for our liquidation or dissolution.

RATIFICATION OF APPOINTMENT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

Deloitte & Touche LL.P has served as our independent auditors since 2003 and the Audit Committee has
selected Deloitte & Touche LLP as our independent registered public accounting firm for 2008. The Board
recommends to the stockholders the ratification of the selection of Deloitte & Touche LLP, independent
registered public accounting firm, to audit our financial statements for 2008. Unless otherwise specified, the
proxies solicited hereby will be voted in favor of the ratification of Deloitte & Touche LLP as our independent
registered public accounting firm for 2008.

Stockholder ratification of the appointment of our independent registered public accounting firm is not
required. We are doing so because we believe it is a sound corporate governance practice. If our stockholders
fail to ratify the appointment of Deloiite & Touche LLP, the Audit Committee will, in its discretion, consider
whether or not to retain Deloitte & Touche LLP or to select another independent registered public accounting
firm for the subsequent year. Even if the selection is ratified, the Audit Committee, in its discretion, may
select a new independent registered public accounting firm at any time during the year if it feels that such a
change would be in the best interests of us and our stockholders.

The Board recommends a vote FOR the ratification of the appointment of Deloitte & Touche LLP
as our independent registered public accounting firm. Shares of our common stock represented by
executed but unmarked proxies will be voted FOR ratification of the appointment of Deloitte & Touche
LLP.

Representatives of Deloitte & Touche LLP are expected to be present at the Annual Meeting with the
opportunity to make a statement if they so desire. Such representatives are also expected to be available to
respond to appropriate questions.
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The following table presents fees for audit services rendered by Deloitte & Touche LLP for the audit of
our financial statements for the years ended December 31, 2007 and 2006 and fees for other permitted services
rendered by Deloitte & Touche LLP during those periods:

2007 2006
AUdit Fees . .o e e e $ 892,000 $740,000
Audit-Related Fees(1). .. ... ... o i e 216,567 20,390
Tax Fees(2) .. i e e e 49,883 50,416
All Other Fees . . .. ... . e e e — —
Total Fees .« . ... e e $1,158,450  $810,806

(1) For 2007, audit of our 401(k) Plan and audits of certain oil and gas properties in anticipation of sale and
for 2006, audit of our 401(k) Plan.

{2) For 2007, tax services consisted of state property tax filings. For 2006, tax services consisted of state prop-
erty and sales tax filings.

The Audit Committee has concluded that the provision of non-audit services listed above is compatible
with maintaining the independence of Deloitte & Touche LLP.

The Audit Committee has established pre-approval policies and procedures with respect to audit and
permitted non-audit services to be provided by our independent registered public accounting firm. Pursuant to
these policies and procedures, the Audit Committee may delegate authority fo one or more of its members
when appropriate to grant such pre-approvals, provided that decisions of such member or members to grant
pre-approvals are presented to the full Audit Committee at its next scheduled meeting. In addition, the Audit
Committee pre-approves particular services, subject to certain monetary limits, after the Audit Committee is
presented with a schedule describing the services to be approved. The Audit Committee’s pre-approval policies
do not permit the delegation of the Audit Committee’s responsibilities to management.

AUDIT COMMITTEE REPORT

As members of the Audit Committee of Whiting Petroleum Corporation (the “Company”), our work is
guided by the Audit Committee charter. Regulatory requirements applicable to audit committees are extensive,
and we have developed a task matrix to help assure compliance with the charter and related regulations and to
control timing of ocur work. In addition, we menitor published information related to audit committee best
practices.

We have completed all charter tasks scheduled to be performed in 2007 prior to year-end, and we have
completed all charter tasks scheduled to be performed during the first quarter of 2008 prior to the end of the
first quarter. Our work inctuded, among other procedures, the following:

+ We pre-approved audit and permitted non-audit services of the Company’s mdepcndent auditors and we
reviewed and discussed with them the scope of their audit.

* We discussed with the independent auditors their independence and the matters required to be discussed
by Statement on Auditing Standards No. 61, as amended, as adopted by the Public Company
Accounting Oversight Board in Rule 3200T. The independent auditors provided us with the written
disclosures required by the Independence Standards Board Standard No. 1, “Independence Discussions
with Audit Committees,” as adopted by the Public Company Accounting Oversight Board in
Rule 3200T.

+ Prior to their publication, we reviewed and discussed with management and the independent auditors
the Company’s audited financial statements for the year ended December 31, 2007, the related audit
report, the related certifications of the Company’s chief executive officer and chief financial officer, and
the applicable management’s discussion and analysis. Management is responsible for the financial
statements and the reporting process, including the system of internal controls. The independent
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auditors are responsible for expressing an opinion on the fairness of the presentation of audited
financial statements in conformity with accounting principles generally accepied in the United States. -

« We recommended to the Board, based on the reviews and discussions described above, that the material
reviewed above be included in the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2007, for filing with the Securities and Exchange Commission.

+ During the year, we monitored the Company’s progress in its assessment of internal control over
financial reporting pursuant to the requirements of the Sarbanes-Oxley Act. We reviewed and discussed
with management and the independent auditors Management’s Annual Report on Internal Control Over
Financial Reporting and the related audit report. No material weaknesses were identified or reported.

« We reviewed and discussed with management and the independent auditors the Company’s 2007
quarterly financial statements and quarterly and year-end press releases.

« We monitored the earnings guidance practices of a peer group of companies in the oil and natural gas
exploration, exploitation and production business and reviewed the Company’s guidance during 2007
and its initial guidance for 2008.

« We reviewed and discussed with the internal auditors their audit plan, their reports and their annual risk
assessment review,

Graydon D. Hubbard, Chairperson
Palimer L. Moe
Thomas P. Briggs

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and executive officers to file
reports concerning their ownership of our equity securities with the Securities and Exchange Commission and
us. Based solely upon information provided to us by individual directors and executive officers, we believe
that, during the fiscal year ended December 31, 2007, all ¢f our directors and executive officers timely
complied with the Section 16(a) filing requirements, except that each of Mr. Lang, a named executive officer,
and Mr. Rick A. Ross, Vice President, Operations, filed one Form 4 regarding one transaction (payment of tax
liability upon vesting of restricted stock by netting shares) late.

MISCELLANEOUS

Stockholder Proposals

Proposals which stockholders intend to present at and have included in our proxy statement for the 2009
annual meeting pursuant to Rule 14a-8 under the Securities Exchange Act of 1934 (“Rule 14a-8") must be
received at our offices by the close of business on December 2, 2008. In addition, a stockholder who otherwise
intends to present business at the 2009 annual meeting (including, nominating persons for election as directors)
must comply with the requirements set forth in our By-Laws. Among other things, to bring business before an
annual meeting, a stockholder must give written notice thereof, complying with the By-Laws, to our Corporate
Secretary not less than 60 days and not more than 90 days prior to the anniversary date of the 2008 annual
meeting of stockholders (subject to certain exceptions if the annual meeting is advanced or delayed a certain
number of days). Under the By-Laws, if we do not receive notice of a stockholder proposal submitted
otherwise than pursuant to Rule [4a-8 (i.e., proposals stockholders intend to present at the 2009 annual
meeting but do not intend to include in our proxy statement for such meeting) during the time period between
February 5, 2009 and March 7, 2009, then the notice will be considered untimely and we will not be required
to present such proposal at the 2009 annual meeting. If the Board chooses to present such proposal at the 2009
annual meeting, then the persons named in proxies solicitzd by the Board for the 2009 annual meeting may
exercise discretionary voting power with respect to such proposal.
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Other Matters

The cost of soliciting proxies will be borne by us. In addition to soliciting proxies by mail, proxies may
be solicited personally and by telephone by certain of our officers and regular employees. We will reimburse
brokers and other nominees for their reasonable expenses in communicating with the persons for whom they
hold our common stock. We have retained D.F. King & Co., Inc. to assist in soliciting proxies and we expect
to pay them $7,500 plus out-of-pocket expenses.

Pursuant to the rules of the Securities and Exchange Commission, services that deliver our communica-
tions to stockholders that hold their stock through a bank, broker or other holder of record may deliver to
multiple stockhelders sharing the same address a single copy of our annual report to stockholders and proxy
statement. Upon written or oral request, we will promptly deliver a separate copy of the annual report to
stockholders and/or proxy statement to any stockholder at a shared address to which a single copy of each
document was delivered. Stockholders may notify us of their requests by calling or writing Corporate
Secretary, Whiting Petroleumn Corporation, 1700 Broadway, Suite 2300, Denver, Colorado 80290-2300.

By Order of the Board of Directors

WHITING PETROLEUM CORPORATION

Bruce R. DeBoer
Corporate Secretary -

April 1, 2008
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APPENDIX A

The Board of Directors has established categorical standards to assist it in making determinations of
director independence. Under these categorical standards, the following relationships that currently exist or
that have existed, including during the preceding three years, will not be considered to be material
relationships that would impair a director’s independence:

1. A family member of the director is or was an employee (other than an executive officer) of the
Company.

2. A director, or a family member of the director, has received less than $100,000 during each
twelve-month period in direct compensation from the Company, other than director and committee fees
v and pension or other forms of deferred compensation for prior service (provided that such compensation
is not contingent in any way on continued service with the Company). Compensation received by (a) a
director for former service as an interim Chairperson, Chief Executive Officer or other executive officer
of the Company or (b) a family member of the director for service as an employee of the Company (other
than an executive officer) need not be considered. :

3. A director or a family member of a director is or was affiliated with or employed by a firm that
is the Company’s internal or external auditor, so long as (a) the director or the family member is not a
current partner of a firm that is the Company’s internal or external auditor; (b) the director is not a
current employee of such a firm; (c) the family member is not a current employee of such a firm who
participates in the firm’s audit, assurance or tax compliance (but not tax planning) practice; and (d) the
director or the family member, if he or she was within the past three years (but is no longer} a partner or
employee of such a firm, did not personally work on the Company’s audit within that time.

4. A director, or a family member of the director, is or was employed other than as an executive
officer of another company where any of the Company’s present executive officers at the same time
serves or served on that company’s compensation committee.

5. A director is a current employee of, or has any other relationship (including through a family
member) with, another company (including any tax exempt organization), that has made payments to, or
received payments from, the Company for property or services in an amount which, in any of the last
three fiscal years, does not exceed the greater of $1 million or 2% of such other company’s consolidated
gross revenues. Both the payments and the consolidated gross revenues to be measured shall be those
reported in the last completed fiscal year. This test applies solely to the financial relationship between the
Company and the director’s (or family member’s) current employer. Former employment of the director
or family member need not be considered.

6. A director is or was an executive officer, employee or director of, or has or had any other
relationship (including through a family member) with, a tax exempt organization to which the
Company’s discretionary contributions in any of the last three fiscal years do not exceed the greater of
$1 million or 2% of such organization's consolidated gross revenues.

. ' 7. In addition, any relationship that a director {or an “immediate family member” of the director)
previously had that constituted an automatic bar to independence under NYSE listing standards will not
be considered to be a material relationship that would impair a director’s independence three years after
the end of such relationship in accordance with NYSE listing standards.

For relationships not covered by the guidelines above, the determination of whether the relationship is
material or not, and therefore whether the director would be independent or not, shall be made by the directors
who satisfy the independence guidelines set forth in above,
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APPENDIX B

WHITING PETROLEUM CORPORATION
2003 EQUITY INCENTIVE PLAN
(as amended through October 23, 2007)

1. Purpose

The purpose of the Whiting Petroleum Corporation 2003 Equity Incentive Plan (the “Plan”) is to promote
the best interests of Whiting Petroleum Corporation (together with any successor thereto, the “Company”™) and
its stockholders by providing key employees and non-employee directors of the Company and its Affiliates (as
defined below) with an opportunity to acquire a proprietary interest in the Company, receive monetary
payments based on the value of the Company’s shares, or receive other incentive compensation. It is intended
that the Plan will promote continuity of management and increased incentive and personat interest in the
welfare of the Company by those key employees who are primarily responsible for shaping and carrying out
the long-range plans of the Company and securing the Company’s continued growth and financial success. In
addition, by encouraging stock ownership by directors who are not employees of the Company or its Affiliates,
the Company seeks to attract and retain on its Board of Directors persons of exceptional competence and to
provide a further incentive to serve as a director of the Company. :

2. Definitions
As used in the Plan, the following terms shall have the respective meanings set forth below:

(a) “Affiliate” shall mean any entity that, directly or through one or more intermediaries, is
controlled by, controls, or is under common control with, the Company.

(b} “Award” shall mean any Option, Stock Appreciation Right, Restricted Stock, Restricted Stock
Unit, Performance Share, Performance Unit, Annual Incentive Award or Long-Term Incentive Award
granted under the Plan.

(c) “Award Agreement” shall mean any written agreement, contract, or other instrument or document
evidencing any Award granted under the Plan.

{d} “Board” shall mean the Board of Directors of the Company.

(e) “Code” shall mean the Internal Revenue Code of 1986, as amended from time to time. Any
reference to a specific provision of the Code shall also be deemed a reference to any successor provision
thereto.

(f) “Commission” shall mean the United States Securities and Exchange Commission or any
SUCCESSOr agency.

(g} “Committee” shall mean a committee of the Board of Directors of the Company or a
subcommitiee thereof designated by such Board to administer the Plan and comprised solely of not less
than two directors, each of whom will be a “non-employee director” within the meaning of Rule 16b-3
and, to the extent deemed appropriate by the Committee, each of whom will be an “outside director”
within the meaning of Section 162(m)(4){C) of the Code; provided that the mere fact that the Committee
shall fail to qualify under the foregoing requirements shall not invalidate any Award made by the
Committee that is otherwise validly made under the Plan, unless the Committee is aware at the time of
the Award’s grant of the Committee’s failure to so qualify.

(h) “Dividend Equivalent” shall mean a right, granted to a Participating Key Employee or a Non-
Employee Director under the Plan, to receive cash equal to the cash dividends paid with respect to a
specified number of Shares. Dividend Equivalents shall not be deemed to be Awards under the Plan.

(i} “Exchange Act” shall mean the Securities Exchange Act of 1934, as amended from time to time.

B-1




() “Excluded Items” shall mean any items which the Committee determines shall be excluded in
fixing Performance Goals, including, without limitation, any gains or losses from discontinued operations,
any extraordinary gains or losses and the effects of accounting changes.

(k) “Fair Market Value” shall mean, with respect to a Share on a particular date: (i) the last sales
price on such date on the New York Stock Exchange, as reported in The Wall Street Journal, or if no
sales of Shares occur on the date in question, on the last preceding date on which there was a sale on
such market; (ii) if the Shares are not listed on the Neaw York Stock Exchange, but are traded on another
pational securitics exchange or in an over-the-counter market, the last sales price (or, if there is no last
sales price reported, the average of the closing bid and asked prices) for the Shares on the particutar date,
or on the last preceding date on which there was a sale of Shares on that exchange or market; or (iii) if
the Shares are neither listed on a national securities exchange nor traded in an over-the-counter market,
the price determined by the Committee. With respect to any property other than Shares, Fair Market
Value shall mean the fair market value of such property determined by such methods or procedures as
shall be established from time to time by the Commiltee.

(1) “Incentive Award” shall mean the right to receive a cash payment to the extent Performance
Goals are achieved, and shall include “Annual Incentive Awards™ as described in Section 6(f) of the Plan
and “Long-Term Incentive Awards™ as described in Section 6(g) of the Plan.

(m) “Incentive Stock Option” shall mean an option granted under Section 6(a) of the Plan that is
intended to meet the requirements of Section 422 of the Code.

(n) “Key Employee” shall mean any officer or other key employee of the Company or of any
Affiliate who is responsible for or contributes to the management, growth or profitability of the business
of the Company or any Affiliate as determined by the Committee.

(o) “Non-Employee Director” shall mean a director of the Company or any Affiliate who is not an
employee of the Company or any Affiliate.

(p) “Non-Qualified Stock Option” shall mean an option granted under Section 6(a) of the Plan that
is not intended to be an Incentive Stock Option. )

(q) “Option” shall mean an Incentive Stock Option or 2 Non-Qualified Stock Option.

(r} “Participating Key Employee” shall mean a Key Employee designated to be granted an Award
under the Plan.

(s) “Performance Goals” shall mean each of, or a combination of one or more of, the following (in
all cases after excluding the impact of applicable Excluded Items):

(1) Return on equity;

(i1} Return on investment;

(iii} Return on net assets;

(iv) Return on revenues;

(v) Operating income;

(vi) Performance value added (as defined b)l.r the Committee at the time of selection);
(vil) Pre-tax profits;

(viii) Net income; {ix) Net earnings per Share;

(x) Working capital as a percent of net revenues;

(xi) Net cash provided by operating activities;

(xii) Market price per Share;
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(xiii} Total stockholder return;

(xiv) Cash flow or cash flow per sharé;

(xv} Reserve value or reserve value per share;
(xvi) Net asset value or net asset value per share;
(xvii) Production volumes;

(xviii) Reserve addition; and

(xix) Finding and development costs.

measured in each case for the Performance Period (aa) for the Company on a consolidated basis, (bb) for
any one or more Affiliates or divisions of the Company, where appropriate, and/or (cc) for any other
business unit or units of the Company or any Affiliate, where appropriate, as defined by the Committee at
the time of selection; provided that it shall only be appropriate to measure net earnings per Share and
market price per Share on a consolidated basis.

(t) “Performance Period” shall mean, in relation to Performance Shares or Performance Units, any
period for which a Performance Goal or Goals have been established; provided, however, that such period
shall not be less than one year.

(u) “Performance Share” shall mean any right granted under Section 6(¢) of the Plan that will be
paid out in cash, as a Share (which, in specified circumstances, may be a Share of Restricted Stock) or as
a Restricted Stock Unit, which right is contingent on the achievement of one or more Performance Goals
during a specified Performance Period.

(v) “Performance Unit” shall mean any right granted under Section 6(e} of the Plan to receive a
designated dollar value amount in cash, Shares (which, in specified circumstances, may be a designated
dollar value amount of Shares of Restricted Stock) or Restricted Stock Units, which right is contingent on
the achievement of one or more Performance Goals during a specified Performance Period.

(w) “Person” shall mean any individual, corporation, partnership, association, joint-stock company,
trust, unincorporated organization, or government or political subdivision thereof.

(x) “Released Securities” shall mean Shares of Restricted Stock with respect to which all applicable
restrictions have expired, lapsed, or been waived.

(v} “Restricted Securities” shall mean Awards of Restricted Stock or other Awards under which
issued and outstanding Shares are held subject to certain restrictions.

(z) “Restricted Stock” shall mean any Share granted under Section 6{c) of the Plan or, in specified
circumstances, a Share paid in connection with another Award, with such Share subject to risk of
forfeiture and restrictions on transfer or other restrictions that will lapse upon the achievement of one or
more goals relating to completion of service by the Key Employee or Non-Employee Director or the
achievement of performance or other objectives, as determined by the Committee.

(aa) “Restricted Stock Unit" shall mean any right to receive Shares in the future granted under
Section 6(d) of the Plan or paid in connection with another Award, with such right subject to risk of
forfeiture and restrictions on transfer or other restrictions that will lapse upon the achievement of one or
mere goals relating to completion of service by the Key Employee or Non-Employee Director or the
achievement of performance or other objectives, as determined by the Committee.

(bb) “Rule 16b-3" shall mean Rule 16b-3 as promulgated by the Commission under the Exchange
Act, or any successor rule or regulation thereto.
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(cc) “Shares” shall mean shares of common stock of the Company, $.001 par value, and such other
securities or property as may become subject to Awards pursuant to an adjustment made under
Section 4(b) of the Plan.

(dd) “Stock Appreciation Right” shall mean any right granted under Section 6(b) of the Plan.

3. Administration

The Plan shall be administered by the Committee; provided, however, that if at any time the Committee
shall not be in existence, the functions of the Committee as specified in the Plan shall be exercised by a
committee consisting of those members of the Board of Directors of the Company who qualify as “non-
employee directors” under Rule 16b-3 and as “outside directors” under Section 162(m)(4)(C) of the Code. To
the extent permitted by applicable law, the Committee may delegate to one or more executive officers of the
Company any or all of the authority and responsibility of the Committee with respect to the Plan, other than
with respect to Persons who are subject to Section 16 of the Exchange Act. To the extent the Committee has
so delegated to one or more executive officers the authority and responsibility of the Committee, all references
to the Committee herein shall include such officer or officers.

Subject to the terms of the Plan and without limitation by reason of enumeration, the Committee shall
have full discretionary power and authority to: (i} designate Participating Key Employees and select Non-
Employee Directors to be participants under the Plan; (ii) determine the type or types of Awards to be granted
to each Participating Key Employee and Non-Employee Director under the Plan: (iii) determine the number of
Shares to be covered by (or with respect to which payments, rights, or other maiters are to be calculated in
connection with), or the amount of cash to be earned pursuant to, Awards granted to Participating Key
Employees or Non-Employee Directors; (iv) determine the terms and conditions of any Award granted 1o a
Participating Key Employee or Non-Employee Director; (v) determine whether, to what extent, and under what
circumstances Awards granted to Participating Key Employees or Non-Employee Directors may be settled or
exercised in cash, Shares, other securities, other Awards, or other property, and the method or methods by
which Awards may be settled, exercised, cancelled, forfeited, or suspended; (vi) determine whether, to what
extent, and under what circumstances cash, Shares, other Awards, and other amounts payable with respect to
an Award granted to Participating Key Employees of Non-Employee Directors under the Plan shall be deferred
either automatically or at the election of the holder thercof or of the Committee; (vii) interpret and administer
the Plan and any instrument or agreement relating to, or Award made under, the Plan (including, without
limitation, any Award Agreement); (viii) establish, amend, suspend, or waive such rules and regulations and
appoint such agents as it shall deem appropriate for the proper administration of the Plan; and (ix) make any
other determination and take any other action that the Committee deems necessary or desirable for the
administration of the Plan. Unless otherwise expressly provided in the Plan, all designations, determinations,
interpretations, and other decisions under or with respect to the Plan or any Award shall be within the sole
discretion of the Committee, may be made at any time, and shall be final, conclusive, and binding upon all
Persons, including the Company, any Affiliate, any Panticipating Key Employee, any Non-Employee Director,
any holder or beneficiary of any Award, any stockholder, and any employee of the Company or of any
Affiliate.

4. Shares Available for Award

(a) Shares Available. Subject to adjustment as provided in Section 4(b):

(i) Number of Shares Available. The number of Shares with respect to which Awards may be
granted under the Plan shall be 2,000,000 Shares, all of which may be issued pursuant to the exercise of
Incentive Stock Options. If, after the effective datz of the Plan, any Shares covered by an Award granted
under the Plan, or to which any Award relates, arc forfeited or if an Award otherwise terminates, expires
or is cancelled prior to the delivery of all of the Shares or of other consideration issuable or payable
pursuant to such Award, then the number of Shares counted against the number of Shares available under
the Plan in connection with the grant of such Award, to the extent of any such forfeiture, termination,
expiration or cancellation, shall again be available: for granting of additional Awards under the Plan.
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(iiy Limitations on Awards to Individual Participants. No Participating Key Employee shall be
granted, during any calendar year, Options for more than 300,000 Shares, Stock Appreciation Rights with
respect to more than 300,000 Shares, more than 150,000 Shares of Restricted Stock, more than 150,000
Restricted Stock Units, more than 150,000 Performance Shares, more than 150,000 Performance Units the
value of which is based on the Fair Market Value of a Share, Performance Units the value of which is not
based on the Fair Market Value of a Share that would pay more than $1,000,000, an Annual Incentive
Award that would pay more than $1,000,000, or a Long-Term Incentive Award that would pay more than
$2,000,000 under the Plan. In all cases, determinations under this Section 4(a)(ii) shall be made in a
manner that is consistent with the exemption for performance-based compensation provided by Sec-
tion 162(m) of the Code and any regulations promulgated thereunder,

{(iit) Accounting for Awards. The number of Shares covered by an Award under the Plan, or to
which such Award relates, shall be counted on the date of grant of such Award against the number of
Shares available for granting Awards under the Plan. :

(iv) Sources of Shares Deliverable Under Awards. Any Shares delivered pursuant to an Award may
consist, in whole or in part, of authorized and unissued Shares or of treasury Shares.

(b) Adjustments. If: (i} the Company shall at any time be involved in a merger or other transaction in
which the Shates are changed or exchanged; (ii) the Company shall subdivide or combine the Shares or the
Company shall declare a dividend payable in Shares, other securities or other property; (iii) the Company shall
effect a cash dividend the amount of which, on a per Share basis, exceeds ten percent (10%) of the Fair
Market Value of a Share at the time the dividend is declared, or the Company shall effect any other dividend
or other distribution on the Shares in the form of cash, or a repurchase of Shares, that the Board determines
by resolution is special or extraordinary in nature or that is in connection with a transaction that the Company
characterizes publicly as a recapitalization or reorganization involving the Shares; or (iv) any other event shall
occur, which, in the case of this clause (iv), in the judgment of the Committee necessitates an adjustment to
prevent dilution or enlargement of the benefits or potential benefits intended to be made available under this
Plan, then the Committee shall, in such manner as it may deem equitable to prevent dilution or enlargement of
the benefits or potential benefits intended to be made available under this Plan, adjust as applicable: (A) the
number and type of Shares subject to this Plan (including the number and type of Shares described in
Section 4(a)(i) and (ii), and which may after the event be made the subject of Awards; (B) the number and
type of Shares subject to outstanding Awards; (C) the grant, purchase, or exercise price with respect to any
Award; and (D) to the extent such discretion does not cause an Award that is intended to qualify as
performance-based compensation under Code Section 162(m) to lose its status as such, the Performance Goals
of an Award; or, if deemed appropriate, make provision for a cash payment to the holder of an outstanding
Award in exchange for cancellation of such Award or in lieu of any or all of the foregoing adjustments;
provided, however, in each case, that with respect to Awards of Incentive Stock Options no such adjustment
shall be authorized to the extent that such authority would cause the Plan to violate Section 422(b) of the
Code: and provided further that the number of Shares subject to any Award payable or denominated in Shares
shall always be a whole number.

Notwithstanding the foregoing, in the case of a stock dividend (other than a stock dividend declared in
lieu of an ordinary cash dividend) or subdivision or combination of the Shares (including a reverse stock split),
if no action is 1aken by the Committee, adjustments contemplated by this subsection that are proportionate
shall nevertheless automatically be made as of the date of such stock dividend or subdivision or combination
of the Shares.

5. Eligibility

The Committee may designate any Key Employee as a Participating Key Employee. All Non-Employee
Directors shall be eligible to receive, at the discretion of the Committee, Awards of Non-Qualified Stock
Options pursuant to Section 6(a), Restricted Stock pursuant to Section 6(c) and Restricted Stock Units pursnant
to Section 6(d).
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6. Awards

(@) Option Awards. The Committee may grant Options to Key Employees and Non-Employee Directors
with the terms and conditions as set forth below and with such additional terms and conditions, in either case
not inconsistent with the provisions of the Plan, as the Cornmittee shall determine. )

(i} Type of Option. The Committee shall determine whether an Option granted to a Participating Key
Employee is to be an Incentive Stock Option or Non-Qualified Stock Option; provided, however, that Incentive
Stock Options may be granted only to Key Employees of the Company, a parent corporation (within the
meaning of Code Section 424(e)) or a subsidiary corporation (within the meaning of Code Section 424(f)). All
Options granted to Non-Employee Directors shall be Non-Qualified Stock Options.

(ii) Exercise Price. The exercise price per Share of an Option granted pursuant to this Section 6(a) shall
be determined by the Committee; provided, however, that such exercise price shall not be less than 100% of
the Fair Market Value of a Share on the date of grant of such Option.

(iii) Option Term. The term of each Option shall be fixed by the Committee; provided, however, that in
no event shall the term of any Option exceed a period of ten years from the date of its grant.

(iv) Exercisability and Method of Exercise. An Option shall become exercisable in such manner and
within such period or periods and in such installments or otherwise as shall be determined by the Committee;
provided, however, that no Option may vest and become exercisable within a period that is less than one year
from the date of grant of such Option (subject to acceleration of vesting, to the extent permitted by the
Committee, in the event of the Participating Key Employee’s or Non-Employee Director’s death, disability,
retirement or involuntary termination or in the event of a change in control of the Company (as defined by the
Committee)). The Committee also shall determine the method or methods by which, and the form or forms,
including, without limitation, cash, Shares, other securities, other Awards, or other property, or any combina-
tion thereof, having a Fair Market Value on the exercise date equal to the relevant exercise price, in which
payment of the exercise price with respect to any Option may be made or deemed to have been made.

(v) Incentive Stock Options. The terms of any Incentive Stock Option granted to a Key Employee under
the Plan shall comply in all respects with the provisions of Section 422 of the Code and any regulations
promulgated thereunder. Notwithstanding any provision in the Plan to the contrary, no Incentive Stock Option
may be granted hereunder after the tenth anniversary of the adoption of the Plan by the Board of Directors.

(b) Stock Appreciation Rights. The Committee may grant Stock Appreciation Rights to Key Employees.
Non-Employee Directors are not eligible to be granted Stock Appreciation Rights under the Plan. Subject to
the terms of the Plan and any applicable Award Agreement, a Stock Appreciation Right granted under the
Plan shall confer on the holder thereof a right to receive, upon exercise thereof, the excess of (i) the Fair
Market Value of one Share on the date of exercise over (i) the grant price of the Stock Appreciation Right as
specified by the Committee, which shall not be less than 100% of the Fair Market Value of one Share on the
date of grant of the Stock Appreciation Right. Subject to the terms of the Plan, the grant price, term, methods
of exercise, methods of settiement (including whether the Participating Key Employee will be paid in cash,
Shares, other securities, other Awards, or other property, or any combination thereof), and any other terms and
conditions of any Stock Appreciation Right shall be determined by the Committee. The Committee may
impose such conditions or restrictions on the exercise of any Stock Appreciation Right as it may deem
appropriate.

{c) Restricted Stock Awards.

(i) Issuance. The Committee may grant Awards of Restricted Stock to Key Employees and Non-
Employee Directors '

(i1) Restrictions. Shares of Restricted Stock granted to Participating Key Employees and Non-Employee
Directors shall be subject to such restrictions as the Committee may impose {including, without limitation, any
limitation on the right to vote a Share of Restricted Stoc or the right to receive any dividend or other right or
property), which restrictions may lapse separately or in combination at such time or times, in such installments
or otherwise, as the Commitiee may deem appropriate.
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(iii) Registration. Any Resiricted Stock granted under the Plan to a Participating Key Employee or
Non-Employee Director may be evidenced in such manner as the Committee may deem appropriate, including,
without limitation, book-entry registration or issuance of a stock certificate or certificates. In the event any
stock certificate is issued in respect of Shares of Restricted Stock granted under the Plan to a Participating
Key Employee or Non-Employee Director, such certificate shall be registered in the name of the Participating
Key Employee or Non-Employee Director and shall bear an appropriate legend (as determined by the
Committee) referring to the terms, conditions, and restrictions applicable to such Restricted Stock.

(iv) Payment of Restricted Stock. At the end of the applicable restriction period relating to Restricted
Stock granted to a Participating Key Employee or Non-Employee Director, one or more stock certificates for
the appropriate number of Shares, free of restrictions imposed under the Plan, shall be delivered to the
Participating Key Employee or Non-Employee Director, or, if the Participating Key Employee or Non-
Employee Director received stock certificates representing the Restricted Stock at the time of grant, the
legends placed on such certificates shall be removed.

(v) Forfeiture. Except as otherwise determined by the Committee, upon termination of employment of a
Participating Key Employee or service as a director of a Non-Employee Director (as determined under criteria
established by the Committee) for any reason during the applicable restriction period, all Shares of Restricted
Stock still subject to restriction shall be forfeited by the Participating Key Employee or Non-Employee
Director; provided, however, that the Committee may, when it finds that a waiver would be in the best
interests of the Company, waive in whole or in part any or all remaining restrictions with respect to Shares of
Restricted Stock held by a Participating Key Employee or Non-Employee Director.

(d) Restricted Stock Units.

(i} Issuance, The Committee may grant Awards of Restricted Stock Units to Key Employees or Non-
Emptoyee Directors.

(ii} Restrictions. Restricted Stock Units granted to Participating Key Employees or Non-Employee
Directors shall be subject to such restrictions as the Committee may impose, which restrictions may lapse
separately or in combination at such time or times, in such installments or otherwise, as the Committee may
deem appropriate. '

(iii) Payment of Shares. At the end of the applicable restriction period relating to Restricted Stock Units
granted to a Participating Key Employee or Non-Employee Director, one or more stock certificates for the
number of Shares equal to the corresponding number of Restricted Stock Units, free of restrictions imposed
under the Plan, shall be delivered to the Participating Key Employee or Non-Employee Director.

(iv) Forfeirure. Except as otherwise determined by the Committee, upon termination of employment of
a Participating Key Employee or service as a director of a Non-Employee Director (as determined under
criteria established by the Committee) for any reason during the applicable restriction period, all unvested
Restricted Stock Units shall be forfeited by the Participating Key Employee or Non-Employee Director;
provided, however, that the Committee may, when it finds that a waiver would be in the best interests of the
Company, waive in whole or in part any or all remaining restrictions with respect to Restricted Stock Units
held by a Participating Key Employee or Non-Employee Director.

(e) Performance Shares and Performance Units.

(1) Issuance. The Committee may grant Awards of Performance Shares and/or Performance Units to
Key Employees. Non-Employee Directors are not eligible to be granted Performance Shares or Performance
Units under the Plan.

(ii) Performance Goals and Other Terms. The Committee shall determine the Performance Period, the
Performance Goal or Goals (and the performance level or levels related thereto) to be achieved during any
Performance Period, the proportion of payments, if any, to be made for performance between the minimum
and full performance levels for any Performance Goal and, if applicable, the relative percentage weighting
given to each of the selected Performance Goals. The Committee shall also determine the restrictions
applicable to Shares of Restricted Stock or Restricted Stock Units received upon payment of Performance
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Shares or Performance Units if Performance Shares or Performance Units are paid in such manner, and any
other terms, conditions and rights relating to a grant of Performance Shares or Performance Units. The
Committee shall have sole discretion to choose among the selected Performance Goals set forth in Section 2(q).
Subject to stockholder approval to the extent required to qualify the Award for the performance-based
exemption provided by Section 162(m) of the Code, the Committee shall have sole discretion to choose
Performance Goals in addition to those set forth in Section 2(q). Notwithstanding the foregoing, in the event
the Committee determines it is advisable to grant Performance Shares or Performance Units which do not
qualify for the performance-based exemption under Section 162(m) of the Code, the Committee may make
such grants without satisfying the requirements thereof.

(iii) No Voting Rights. Participating Key Employees shall have no voting rights with respect to
Performance Shares or Shares underlying Performance Units held by them during the applicable Performance
Period.

(iv) Payment. As soon as is reasonably practicable following the end of the applicable Performance
Period, and subject to the Committee certifying in writing as to the satisfaction of the requisite Performance
Goal or Goals if such certification is required in order to qualify the Award for the performance-based
exemption provided by Section 162(m) of the Code, payment of earned Performance Shares and/or
Performance Units shall be made. The Committee, in its sole discretion, may pay eamned Performance Shares
and Performance Units in the form of cash, Shares (which may be Shares of Restricted Stock), Restricted
Stock Units or a combination of cash, Shares (which may be Shares of Restricted Stock) and/or Restricted
Stock Units, which have an aggregate Fair Market Value equal to the value of the earned Performance Shares
and Shares underlying eamed Performance Units at the close of the applicable Performance Period. Any
Shares of Restricted Stock payable in connection with Performance Shares or Performance Units shall,
pending the expiration, lapse, or waiver of the applicable restrictions, be evidenced in the manner as set forth
in Section 6(c)(iii) hereof.

(f) Annual Incentive Awards. Subject to the terms of this Plan, the Committee may grant’ Annual
Incentive Awards to Key Employees. Non-Employee Directors are not eligible to be granted Annual Incentive
Awards. The Committee shall determine all terms and conditions of an Annual Incentive Award, including but
not limited to the Performance Goals, performance period, the potential amount payable, and the timing of
payment, subject to the following: (i) the Committee must require that payment of all or any portion of the
amount subject to the Annual Incentive Award is contingent on the achievement of one or more Performance
Goals during the period the Committee specifies, although the Committee may specify that all or a portion of
the Performance Goals subject to an Award are deemed achieved upon a Participant’s death, disability or
retirement, or such other circumstances as the Committee may specify; and (ii) the performance period must
relate to a period of one fiscal year of the Company except that, if the Award is made at the time of
commencement of employment with the Company or an Afliliate or on the occasion of a promotion, then the
Award may relate to a period shorter than one fiscal year.

(g) Long-Term Incentive Awards. Subject to the terms of this Plan, the Committee may grant Long-
Term Incentive Awards to Key Employees. Non-Employee Directors are not eligible to be granted Long-Term
Incentive Awards. The Committee shall determine all terms and conditions of a Long-Term Incentive Award,
including but not limited to the Performance Goals, performance period, the potential amount payable, and the
timing of payment, subject to the following: (i) the Committee must require that payment of all or any portion
of the amount subject to the Long-Term Incentive Award is contingent on the achievement of one or more
Performance Goals during the period the Committee specifies, although the Committee may specify that all or
a portion of the Performance Goals subject to an Award are deemed achieved upon a Participant’s death,
disability or retirement, or such other circumstances as the Committee may specify; and (ii) the performance
period must relate to a period of more than one fiscal year of the Company.

(h) General.

(i) No Consideration for Awards. Awards shall be granted to Participating Key Employees and Non-
Employee Directors for no cash consideration unless otherwise determined by the Committee.
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(iiy Award Agreements. Each Award granted under the Plan shall be evidenced by an Award Agreement
in such form (consistent with the terms of the Plan) as shall have been approved by the Committee.

(ili) Awards May Be Granted Separately or Together. Awards to Participating Key Employees under the
Plan may be granted either alone or in addition to, in tandem with, or in substitution for any other Award or
any award granted under any other plan of the Company or any Affiliate. Awards granted in addition to or in
tandem with other Awards, or in addition to or in tandem with awards granted under any other plan of the
Company or any Affiliate, may be granted either at the same time as or at a different time from the grant of
such other Awards or awards.

(iv) Forms of Payment Under Awards. Subject to the terms of the Plan and of any applicable Award
Agreement, payments or transfers to be made by the Company or an Affiliate upon the grant, exercise, or
payment of an Award to a Participating Key Employee or Non-Employee Director may be made in such form
or forms as the Committee shall determine, and may be made in a single payment or transfer, in installments,
or on a deferred basis, in each case in accordance with rules and procedures established by the Committee.
Such rules and procedures may include, without limitation, provisions for the payment or crediting of interest
on installment or deferred payments,

(v) Limits on Transfer of Awards. Except as otherwise provided by the Committee, no Award (other
than Released Securities), and no right under any such Award, shall be assignable, alienable, saleable, or
transferable by a Participating Key Employee or Non-Employee Director otherwise than by will or by the laws
of descent and distribution (or, in the case of an Award of Restricted Securities, to the Company); provided,
however, that a Participating Key Employee or Non-Employee Director at the discretion of the Committee
may be entitled, in the manner established by the Committee, to designate a beneficiary or beneficiaries to
exercise his or her rights, and to receive any property distributable, with respect to any Award upon the death
of the Participating Key Employee or Non-Employee Director, as the case may be. Each Award, and each
right under any Award, shall be exercisable, during the lifetime of the Participating Key Employee or Non-
Employee Director, only by such individual or, if permissible under applicable law, by such individual's
guardian or legal representative. Except as otherwise provided by the Committee, no Award (other than
Released Securities), and no right under any such Award, may be pledged, alienated, attached, or otherwise
encumbered, and any purported pledge, alienation, attachment, or encumbrance thereof shall be void and
unenforceable against the Company or any Affiliate.

(vi) Term of Awards. Except as otherwise provided in the Plan, the term of each Award shall be for
such period as may be determined by the Committee.

(vii) Share Certificates; Representation. In addition to the restrictions imposed pursuant to Section 6(c)
and Section 6(¢) hereof, all certificates for Shares delivered under the Plan pursuant to any Award or the
exercise thereof shall be subject to such stop transfer orders and other restrictions as the Committee may deem
advisable under the Plan or the rules, regulations, and other requirements of the Commission, any stock
exchange or other market upon which such Shares are then listed or traded, and any applicable federal or state
securities laws, and the Committee may cause a legend or legends to be put on any such certificates to make
appropriate reference to such restrictions. The Committee may require each Participating Key Employee, Non-
Employee Director or other Person who acquires Shares under the Plan by means of an Award originally made
to a Participating Key Employee or Non-Employee Director to represent to the Company in writing that such
Participating Key Employee, Non-Employee Director or other Person is acquiring the Shares without a view to
the distribution thereof.

(i} Dividend Equivalents. 1In addition to Awards granted under the Plan, the Commitiee may grant
Dividend Equivalents to Participating Key Employees and Non-Employee Directors, entitling the Participating
Key Employees and Non-Employee Directors to receive cash equal to cash dividends paid with respect to a
specified number of Shares. Dividend Equivalents may only be granted in connection with an Award granted
to the Participating Key Employee or Non-Employee Director under the Plan. The Committee may provide
that Dividend Equivalents shall be paid or distributed when accrued or shall be deemed to have been
reinvested in such investment vehicles as determined by the Committee, subject to such restrictions and risks
of forfeiture as the Committee may impose.
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(i} No Repricing of Options of Stock Appreciation Rights. Except adjustments made pursuant to
Section 4(b), or adjustments made with prior approval of the Company’s stockholders (provided such
adjustment as approved by stockholders does not result in the exercise price of an Option or the grant price of
a Stock Appreciation Right of less than 100% of the Fair Market Value of a Share on the date of adjustment),
the Committee shall not have the authority to effect (i) the repricing of any outstanding Options or Stock
Appreciation Rights under the Plan or (ii) the modification of an Option or Stock Appreciation Right or
entering into a transaction or series of transactions which modification or transaction(s) would be deemed to
constitute a repricing of an Option or Stock Appreciation Right pursuant to Financial Accounting Standards
Board Interpretation No. 44, Accounting for Certain Transactions Involving Stock Compensation, March 2000,
as amended or supplemented from time to time or that would be deemed the grant of a discounted Option or
Stock Appreciation Right within the meaning of Code Section 409A. The provisions of this Section 6(j) cannot
be amended unless the amendment is approved by the Company’s stockholders.

7. Amendment and Termination of the Plan; Correction of Defects and Omissions

(a) Amendments to and Termination of the Plan. Except as otherwise provided herein, the Board of
Directors of the Company may at any time amend, alter, suspend, discontinue, or terminate the Plan; provided,
however, that stockholder approval of any amendment of the Plan shall also be obtained (i) if such amendment
(A) increases the number of Shares with respect to which Awards may be granted under the Plan (other than
increases related to adjustments made as provided in Section 4(b) hereof), (B) expands the class of persons
eligible to participate under the Plan or (C) otherwise increases in any materiat respect the benefits payable
under the Plan; or (ii) if otherwise required by (A) the Code or any rules promulgated thereunder (in order to
allow for Incentive Stock Options to be granted under the Plan), or (B) the listing requirements of the
New York Stock Exchange or any principal securities exchange or market on which the Shares are then traded
(in order to maintain the listing of the Shares thereon). Termination of the Plan shall not affect the rights of
Participating Key Employees or Non-Employee Directors with respect to Awards previously granted to them,
and all unexpired Awards shall continue in force and effect after termination of the Plan except as they may
lapse or be terminated by their own terms and conditions. Notwithstanding the foregoing, the authority of the
Board and the Committee under this Section 7 and to otherwise administer the Plan will extend beyond the
date of this Plan’s termination.

(b) Amendment, Modification or Cancellation of Awards. Subject to the requirements of this Plan, the
Committee may modify, amend or cancel any Award, or waive any restrictions or conditions applicable to any
Award or the exercise of the Award, provided that any modification or amendment that materially diminishes
the rights of the Participant, or any cancellation of an Award, shall be effective only if agreed to by the
Participant or any other person{s) as may then have an interest in the Award, but the Committee need not
obtain Participant (or other interested party) consent for the adjustment or cancellation of an Award pursuant
to the provisions of Section 4(b) or the modification of an Award to the extent deemed necessary to comply
with any applicable law, the listing requirements of any principal securities exchange or market on which the
Shares are then traded, or to preserve favorable accounting or tax treatment of any Award for the Company.
Notwithstanding the foregoing, unless determined otherwisz by the Committee, any such amendment shall be
made in a manner that will enable an Award intended to be exempt from Code Section 409A to continue to be
so exempt, or to enable an Award intended to comply with Code Section 409A to continue to so comply.

(c) Correction of Defects, Omissions and Inconsistencies. The Committee may correct any defect,
supply any omission, or reconcile any inconsistency in the Plan, any Award or any Award Agreement in the
manner and to the extent it shall deem desirable to carry tae Plan into effect.

{d) Code Section 409A. The provisions of Code Section 409A are incorporated herein by reference to
the extent necessary for any Award that is subject to Code: Section 409A to comply therewith.

8. General Provisions.

(a) No Rights to Awards. No Key Employee, Participating Key Employee, Non-Employee Director or
other Person shall have any claim to be granted any Award under the Plan, and there is no obligation for
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uniformity of treatment of Key Employees, Participating Key Employees, Non-Employee Directors or holders
or beneficiaries of Awards under the Plan. The terms and conditions of Awards need not be the same with
respect to each Participating Key Employee or Non-Employee Director.

(b) Withholding. No later than the date as of which tax withholding is first required with respect to any
Award under the Plan, the Participating Key Employee shall pay to the Company, or make arrangements
satisfactory to the Company regarding the payment of, any federal, state, local or foreign taxes of any kind
required by law to be withheld with respect to such amount. Unless otherwise determined by the Committee,
withholding obligations arising with respect to Awards to Participating Key Employees under the Plan may be
settled with Shares (other than Restricted Securities), including Shares that are part of, or are received upon
exercise of, the Award that gives rise to the withholding requirement. The obligations of the Company under
the Plan shall be conditional on such payment or arrangements, and the Company and any Affiliate shall, to
the extent permitted by law, have the right to deduct any such taxes from any payment otherwise due to the
Participating Key Employee. The Committee may establish such procedures as it deems appropriate for the
settling of withholding obligations with Shares, including, without himitation, the establishment of such
procedures as may be necessary to satisfy the requirements of Rule 16b-3.

{c) No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall prevent the
Company or any Affiliate from adopting or continuing in effect other or additional compensation arrange-
ments, and such arrangements may be either generally applicable or applicable only in specific cases.

(d) Rights and Status of Recipients of Awards. The grant of an Award shali not be construed as giving a
Participating Key Employee the right to be retained in the employ of the Company or any Affiliate. Further,
the Company or any Affiliate may at any time dismiss a Participating Key Employee from employment, free
from any liability, or any claim under the Plan, unless otherwise expressly provided in the Plan or in any
Award Agreement. The grant of an Award to a Non-Employee Director pursuant to Section 6(a) of the Plan
shall confer no right on such Non-Employee Director to continue as a director of the Company or any
Affiliate. Except for rights accorded under the Plan and under any applicable Award Agreement, Participating
Key Employees and Non-Employee Directors shall have no rights as holders of Shares as a result of the
granting of Awards hereunder.

(e) No Compensation for Benefit Plans. No Award payable under this Plan shall be deemed salary or
compensation for the purpose of computing benefits under any benefit plan or other arrangement of the
Company or any Affiliate for the benefit of its employees or directors unless the Company or appropriate
Affiliate shall determine otherwise.

(f) Approval of Material Terms of Performance Goals. Notwithstanding anything herein to the contrary,
if so determined by the Board of Directors, the Plan provisions specifying the material terms of the Plan’s
performance goals (within the meaning of Code Section 162(m)) shail be submitted to the stockholders of the
Company for re-approval no later than the first stockholder meeting that occurs in the fifth year following the
year in which stockholders previously approved such Plan provisions.

(g) Unfunded Status of the Plan. Unless otherwise determined by the Committee, the Plan shall be
unfunded and shall not create {or be construed to create) a trust or a separate fund or funds. The Plan shall not
establish any fiduciary relationship between the Company and any Participating Key Employee, Non-Employee
Director or other Person. To the extent any Person holds any right by virtue of a grant under the Plan, such
right (unless otherwise determined by the Committee) shall be no greater than the right of a general unsecured
creditor of the Company.

(h) Governing Law; Limirations on Actions. 'The validity, construction, and effect of the Plan and any
rules and regulations relating to the Plan shall be determined in accordance with the internal taws of the State
of Delaware, without reference to conflict of law principles thereof, and applicable federal law. Any action or
other legal proceeding with respect to the Plan or any Award may be brought only within the period ending on
the earlier of (i) one year after the date the claimant in such action or proceeding knows or with the exercise
of reasonable care should have known of the facts giving rise to the claim, or (i) the expiration of the
applicable statute of limitations period under applicable law. Exclusive jurisdiction over any such actions or
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legal proceedings shall reside in the courts of the State of Colorado and the United States District Court
located in Denver, Colorado.

(i) Severability. If any provision of the Plan or any Award Agreement or any Award is or becomes or is
deemed to be invalid, illegal, or unenforceable in any jurisdiction, or as to any Person or Award, or would
disqualify the Plan, any Award Agreement or any Award under any law deemed applicable by the Committee,
such provision shall be construed or deemed amended to conform to applicable laws, or if it cannot be so
construed or deemed amended without, in the determination of the Committee, materially altering the ‘intent of
the Plan, any Award Agreement or the Award, such provision shall be stricken as to such jurisdiction, Person,
or Award, and the remainder of the Plan, any such Award Agreement and any such Award shall remain in full
force and effect.

(i) Neo Fractional Shares. No fractional Shares or other securities shall be issued or delivered pursuant
to the Plan, any Award Agreement or any Award, and the Committee shall determine (except as otherwise
provided in the Plan) whether cash, other securities, or other property shall be paid or transferred in liev of
any fractional Shares or other securities, or whether such fractional Shares or other securities or any rights
thereto shall be canceled, terminated, or otherwise eliminated.

(k) Headings. Headings are given to the Sections and subsections of the Plan solely as a convenience to
facilitate reference. Such headings shall not be deemed in any way material or relevant to the construction or
interpretation of the Plan or any provision thereof. '

9, Effective Date of the Plan

The Plan shall be effective on the day immediately following its approval by the sole stockholder of the
Company provided that such approval is obtained within twelve months following the date of adoption of the
Plan by the Board of Directors of the Company.
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